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)RUHLJQ %DQNV LQ WKH 8QLWHG 6WDWHV VLQFH :RUOG :DU ,,ª
$ 8VHIXO )ULQJH
$GULDQ (1 7VFKRHJO
7KH :KDUWRQ 6FKRRO RI WKH 8QLYHUVLW\ RI 3HQQV\OYDQLD
(PDLO= WVFKRHJO#DOXP1PLW1HGX
1RYHPEHU 5333
’UDIW= 1RW IRU TXRWDWLRQ1
, ZRXOG OLNH WR WKDQN *HRII -RQHV/ 0LUD :LONLQV DQG WKH RWKHU SDUWLFLSDQWV DW WKH $XJXVW
5333 8QLOHYHU &RQIHUHQFH LQ 5RWWHUGDP IRU KHOSIXO FRPPHQWV RQ WKH SUHYLRXV GUDIW1 -HDQ
1HZODQG RI 3HQQ¶V /LSSLQFRWW /LEUDU\ ZHQW ZHOO EH\RQG WKH FDOO RI GXW\ WR GLJ XS VRPH
REVFXUH LQIRUPDWLRQ WKDW HQDEOHG PH WR GRW DQ L1
1RWHV= ,I , DP VWURQJ , PD\ DFTXLUH ZHDN EDQNV WR SURILW IURP WKHLU UHKDELOLWDWLRQ1 ,I , DP
ZHDN/ , PD\ EX\ D VWURQJ EDQN WR JDLQ DFFHVV WR LWV FDSDELOLWLHV1 ’HXWVFKH0%7 LV H[DPSOH
RI ODWWHU> DOPRVW DOO RWKHU FDVHV DUH H[DPSOHV RI WKH IRUPHU1 +LJKOLJKW WKLV UH *-¶V
TXHVWLRQ DERXW OHDUQLQJ15
)RUHLJQ %DQNV LQ WKH 8QLWHG 6WDWHV VLQFH :RUOG :DU ,,ª $ 8VHIXO )ULQJH
￿￿￿ ,QWURGXFWLRQ
)RUHLJQ EDQNV KDYH KDG DQ RUJDQL]DWLRQDO SUHVHQFH LQ WKH 8QLWHG 6WDWHV VLQFH WKH
HDUO\ 4;33V1 8QWLO DIWHU :RUOG :DU ,,/ WKH IRUHLJQ EDQNV¶ SUHVHQFH ZDV JHQHUDOO\ OLPLWHG1
7KH\ HQJDJHG LQ WUDGH ILQDQFH/ DQG LQ VRPH FDVHV HWKQLF EDQNLQJ1 7KH JURZWK UHDOO\ GDWHV
WR WKH SHULRG IURP WKH PLG04<93VW R4<<31 %DQNV DUH VHUYLFH ILUPV/ DQG WKHLU JURZWK
UHIOHFWV D GHPDQG IRU WKHLU VHUYLFHV1 7KLV JURZWK LQ GHPDQG LV LWVHOI WKH FRQVHTXHQFH RI
WKH JURZWK RI IRXU RWKHU DFWLYLWLHV= WUDGH/ WKH (XURGROODU PDUNHW/ IRUHLJQ H[FKDQJH WUDGLQJ
DQG QRQ0ILQDQFLDO IRUHLJQ GLUHFW LQYHVWPHQW LQ WKH 861
)LUVW/ WKH *HQHUDO $JUHHPHQW RQ 7UDGH DQG 7DULIIV +*$77,/ DQG LWV VXFFHVVRU WKH
:RUOG 7UDGH 2UJDQL]DWLRQ +:72,/ IDFLOLWDWHG WKH UHERXQG RI WUDGH IURP LWV FROODSVH
GXULQJ WKH *UHDW ’HSUHVVLRQ1 6LQFH WKH HQG RI :RUOG :DU ,,/ ZRUOG WUDGH KDV JURZQ PRUH
UDSLGO\ WKDQ ZRUOG *13/ DQG WKLV KDV JHQHUDWHG DQ LQFUHDVH LQ WKH GHPDQG IRU WUDGH
ILQDQFLQJ DQG WKH H[HFXWLRQ RI WUDGH SD\PHQWV1 6HFRQG/ OLEHUDOL]DWLRQ RI FDSLWDO IORZV DQG
WKH JURZWK RI WKH (XURGROODU PDUNHW IURP WKH ODWH 4<83VR QO H GP D Q \I R U H L J QE D Q N VW R
ZDQW WR KDYH D SUHVHQFH LQ WKH 86 PRQH\ PDUNHWV/ DQG WKHUHIRUH 1HZ <RUN/ DQG SHUKDSV
D GROODU GHSRVLW EDVH DV ZHOO/ WR EH DEOH WR IXQG WKHLU FXVWRPHUV¶ GHPDQG IRU 86 GROODU
ORDQV1 7KLUG/ WKH EUHDNGRZQ RI WKH %UHWWRQ :RRGV V\VWHPV RI IL[HG H[FKDQJH UDWHV OHG WR
WKH GHYHORSPHQW RI IRUHLJQ H[FKDQJH WUDGLQJ/ ZLWK 1HZ <RUN DJDLQ DSSHDULQJ DV D
OHDGLQJ FHQWHU1 /DVWO\/ DV FRPSDQLHV LQ (XURSH DQG -DSDQ UHFRYHUHG IURP :RUOG :DU ,,/
WKH\ ILUVW UHEXLOW WKHLU GRPHVWLF RSHUDWLRQV1 %\ WKH PLG04<93V +(XURSH, RU PLG04<:3V
+-DSDQ,/ PDQ\ RI WKHVH FRPSDQLHV ZHUH UHDG\ WR HVWDEOLVK RSHUDWLRQV LQ WKH 861 $V WKH\
GLG VR/ WKH\ ZDQWHG WKHLU EDQNHUV WR DFFRPSDQ\ WKHP16
$V ZH VKDOO VHH EHORZ/ WKLV SHULRG RI UDSLG JURZWK LQ WKH SUHVHQFH DQG UROH RI IRUHLJQ
EDQNV LQ WKH 86 LV RYHU1 $OWKRXJK WKH VKDUH RI IRUHLJQ EDQNV LQ 86 &RPPHUFLDO DQG
,QGXVWULDO +&),, ORDQV UHDFKHG D SHDN RI 68 SHUFHQW LQ 4<<8/ ZH DUH QRZ VHHLQJ D UHWUHDW1
:LONLQV +5334,«
7KH VHFRQG VHFWLRQ EHORZ GHVFULEHV WKH OHJDO DQG UHJXODWRU\ EDFNJURXQG WR WKH
IRUHLJQ EDQNV¶ SUHVHQFH DQG VRPH OHJLVODWLYH PLOHVWRQHV1 7KH WKLUG VHFWLRQ IRFXVHV RQ WKH
DJHQFLHV DQG EUDQFKHV RI IRUHLJQ EDQNV1 7KH IRXUWK VHFWLRQ IRFXVHV RQ WKH IRUHLJQ EDQNV¶
VXEVLGLDULHV1 7KH ODVW VHFWLRQ LV WKH FRQFOXVLRQ1
º￿￿ 6RPH OHJDO DQG UHJXODWRU\ EDFNJURXQG
514 7KH OHJDO IRUP RI WKH IRUHLJQ EDQNV¶ SUHVHQFH
7R H[DPLQH WKH LPSDFW RI IRUHLJQ EDQNV LQ WKH 86 , ZLOO FRQVLGHU VHSDUDWHO\ WKH
DFWLYLWLHV RI ZKDW , ZLOO FDOO WKH LQWHJUDO IRUPV DQG WKH HTXLW\ IRUPV RI SUHVHQFH1
5HSUHVHQWDWLYH RIILFHV/ DJHQFLHV DQG EUDQFKHV RI IRUHLJQ EDQNV DUH QRW VHSDUDWH OHJDO
SHUVRQV EXW DUH/ LQVWHDG/ DQ LQWHJUDO SDUW RI WKHLU SDUHQWV1 +RZHYHU/ DIILOLDWHV/ FRQVRUWLD
DQG VXEVLGLDULHV DUH VHSDUDWH OHJDO SHUVRQV1 ,QWHJUDO IRUPV WUDGH RQ WKH EDVLV RI WKHLU
SDUHQWV¶ FDSLWDO> WKHLU FRPPLWPHQWV DUH DXWRPDWLFDOO\ WKHLU SDUHQWV¶ FRPPLWPHQWV1 $Q
LQWHJUDO IRUP FDQQRW JR EDQNUXSW XQOHVV WKH SDUHQW JRHV EDQNUXSW> KRZHYHU/ LI WKH SDUHQW
LV EDQNUXSW/ VR DUH LWV EUDQFKHV DQG DJHQFLHV1 $Q HTXLW\ IRUP WUDGHV RQ WKH EDVLV RI LWV
RZQ FDSLWDO1 $V D VHSDUDWH OHJDO SHUVRQ/ DQ HTXLW\ IRUP FDQ JR EDQNUXSW HYHQ ZKHQ LWV
SDUHQW UHPDLQV VROYHQW DQG PD\ UHPDLQ VROYHQW HYHQ ZKHQ WKH SDUHQW LV EDQNUXSW1
8QGHU WKH %DVOH $JUHHPHQW/ SUXGHQWLDO VXSHUYLVLRQ RI LQWHJUDO IRUPV LV SULPDULO\ WKH
UHVSRQVLELOLW\ RI WKH UHJXODWRU\ DXWKRULWLHV RI WKH SDUHQW EDQN¶V KRPH FRXQWU\17
6XSHUYLVLRQ RI WKH HTXLW\ IRUPV LV SULPDULO\ WKH UHVSRQVLELOLW\ RI WKH UHJXODWRU\
DXWKRULWLHV RI WKH HQWLW\¶V FRXQWU\ RI LQFRUSRUDWLRQ/ ZKLFK LV JHQHUDOO\ WKH KRVW FRXQWU\1
7KLV GLYLVLRQ RI GXWLHV IROORZV ORJLFDOO\ IURP WKH OHJDO VWDWXV RI WKH WZR VHWV RI IRUPV1
7KLV OHJDO GLVWLQFWLRQ SDUDOOHOV DQ RSHUDWLRQDO GLVWLQFWLRQ DV ZHOO LQ WHUPV RI WKH
DFWLYLWLHV WKH EDQNV XQGHUWDNH DQG KHQFH WKH PDUNHWV WKDW WKH\ VHUYH1 +HLQNHO DQG /HYL
+4<<5, HVWDEOLVK DQ HPSLULFDO OLQN EHWZHHQ WKH OHJDO IRUP RI D IRUHLJQ EDQN¶V SUHVHQFH LQ
D FRXQWU\ DQG WKH DFWLYLWLHV WKDW LW XQGHUWDNHV1 (DUOLHU/ &KR HW DO1 +4<;:, IRXQG WKDW IRUHLJQ
EDQNV¶ DJHQFLHV DQG EUDQFKHV LQ WKH 86 HQJDJHG SULPDULO\ LQ WUDGH ILQDQFH/ FRUSRUDWH
EDQNLQJ/ IRUHLJQ H[FKDQJH GHDOLQJ/ DQG PRQH\ PDUNHW DFWLYLWLHV1
*UXEHO +4<::, GLVWLQJXLVKHG WKUHH PDUNHWV IRU PXOWLQDWLRQDO EDQNLQJ= ZKROHVDOH/
FRUSRUDWH/ DQG UHWDLO1 $JHQFLHV DQG EUDQFKHV DUH DQ DSSURSULDWH IRUP IRU EDQNV ZLVKLQJ WR
SDUWLFLSDWH LQ ZKROHVDOH FDSLWDO PDUNHWV DV WKH\ SHUPLW WKH SDUHQW EDQN WR WUDGH RQ LWV RZQ
FDSLWDO UDWKHU WKDQ WKH VPDOOHU FDSLWDO EDVH RI D VXEVLGLDU\1 7KH VDPH FRQVLGHUDWLRQV DSSO\
LQ WKH FDVH RI FRUSRUDWH OHQGLQJ> XQGHU PRVW UHJXODWRU\ UHJLPHV/ WKH FDSLWDO EDVH UHVWULFWV
WKH VL]H RI WKH ORDQ D EDQN PD\ PDNH DQG KHQFH DJHQFLHV DQG EUDQFKHV PD\ PDNH ODUJHU
ORDQV WKDQ PD\ D VXEVLGLDU\1 7\SLFDOO\/ EDQNV XVH VXEVLGLDULHV IRU UHWDLO EDQNLQJ WR
GLVHQJDJH WKH RSHUDWLRQ IURP WKH SDUHQW DQG WR EULQJ LW XQGHU ORFDO UHJXODWRU\ VXSHUYLVLRQ
ZKLFK TXDOLILHV LW IRU GHSRVLW LQVXUDQFH/ VKRXOG WKDW EH DYDLODEOH1
2I FRXUVH/ IUHTXHQWO\ KRVW FRXQWU\ RU KRPH FRXQWU\ ODZV DQG UHJXODWLRQV FRQVWUDLQ
WKH IRUHLJQ EDQNV¶ FKRLFHV +7VFKRHJO 4<;4> (QJZDOO 4<<5,1 )RU LQVWDQFH/ 1HZ <RUN ZLOO
QRW SHUPLW IRUHLJQ EDQNV IURP FRXQWULHV WKDW GR QRW SHUPLW 1HZ <RUN EDQNV WR HVWDEOLVK
EUDQFKHV RU VXEVLGLDULHV WKHUH WR HVWDEOLVK D EUDQFK LQ 1HZ <RUN1 ,W GRHV/ WKRXJK/ SHUPLW8
EDQNV IURP FRXQWULHV ZLWK VXFK LPPLJUDWLRQ EDUULHUV WR RSHQ UHSUHVHQWDWLYH RIILFHV DQG
DJHQFLHV> WKLV LV RQH IDFWRU LQ WKH HVWDEOLVKPHQW RI DJHQFLHV LQ 1HZ <RUN1
1RUZD\ SURYLGHV DQ H[DPSOH RI ERWK RI ZKDW (QJZDOO +4<<5, FDOOV LPPLJUDWLRQ DQG
HPLJUDWLRQ EDUULHUV1 8QWLO 4<;8/ 1RUZD\ SURKLELWHG IRUHLJQ EDQNV IURP HVWDEOLVKLQJ
DQ\WKLQJ PRUH WKDQ UHSUHVHQWDWLYH RIILFHV LQ WKH FRXQWU\1 $OVR XQWLO 4<;8/ LW SURKLELWHG LWV
EDQNV IURP RSHQLQJ EUDQFKHV RU DJHQFLHV DEURDG> WKH\ ZHUH RQO\ SHUPLWWHG UHSUHVHQWDWLYH
RIILFHV RU HTXLW\ IRUPV1 7KXV XQWLO 4<;80;9/ XQGHU HLWKHU VHW RI UXOHV 1RUZHJLDQ EDQNV
FRXOG RQO\ RSHUDWH LQ 1HZ <RUN YLD UHSUHVHQWDWLYH RIILFHV DQG FRQVRUWLD RU VXEVLGLDULHV1
2QFH WKH UXOHV FKDQJHG/ WKH 1RUZHJLDQ EDQNV FRQYHUWHG WKHLU RSHUDWLRQV LQ 1HZ <RUN WR
EUDQFKHV +-DFREVHQ DQG 7VFKRHJO 4<<<,1
515 6RPH OHJLVODWLYH PLOHVWRQHV
&RQJUHVV LQWHQGHG WKH 4<:; ,QWHUQDWLRQDO %DQNLQJ $FW +,%$, WR UHPRYH VRPH
UHJXODWRU\ ORRSKROHV WKDW SHUPLWWHG IRUHLJQ EDQNV WR RSHUDWH LQ PRUH WKDQ RQH VWDWH ZKLOH
86 EDQNV ZHUH UHVWULFWHG +ZLWK RQO\ D IHZ JUDQGIDWKHUHG H[FHSWLRQV, WR RQH VWDWH
++XOWPDQ 4<;:,1 %HIRUH WKH ,%$ RI 4<:;/ EDQNV VXFK DV %DUFOD\V %DQN DQG %DQN RI
7RN\R KDG HVWDEOLVKHG VXEVLGLDULHV LQ 1HZ <RUN DQG &DOLIRUQLD/ VRPHWKLQJ WKDW ZDV
GHQLHG WR 86 EDQNV1 (YHQ DIWHU WKH SDVVDJH RI WKH ODZ/ IRUHLJQ EDQNV FRXOG VWLOO KDYH D
VXEVLGLDU\ LQ RQH VWDWH DQG D EUDQFK LQ DQRWKHU1
7KH ’HSRVLWRU\ ,QVWLWXWLRQV ’HUHJXODWLRQ DQG 0RQHWDU\ &RQWURO $FW +’,’0&$, RI
4<;3 LQFOXGHG SURYLVLRQV JUDQWLQJ IRUHLJQ EDQNV¶ EUDQFKHV DQG DJHQFLHV GLUHFW DFFHVV WR
)HGHUDO 5HVHUYH VHUYLFHV DQG SULYLOHJHV/ LQFOXGLQJ WKH GLVFRXQW ZLQGRZ1 +RZHYHU/ LW DOVR
VXEMHFWHG DOO IRUHLJQ EDQNLQJ LQVWLWXWLRQV DFFHSWLQJ GHSRVLWV WR )HGHUDO 5HVHUYH UXOHV19
,Q 4<;</ LW ZDV GLVFRYHUHG WKDW %DQFD 1D]LRQDOH GHO /DYRUR¶V DJHQF\ LQ $WODQWD KDG
PDGH XQDXWKRUL]HG ORDQV WR ,UDT LQ DQ DPRXQW LQ H[FHVV RI 86’8EQ1 ,Q 4<<3/ WKH %DQN RI
&UHGLW DQG &RPPHUFH ,QWHUQDWLRQDO ZHQW EDQNUXSW DV D UHVXOW RI PDVVLYH LQWHUQDO IUDXG
WKDW LQYROYHG WRS PDQDJHPHQW1 7KHVH VKRFNV OHG WR &RQJUHVVLRQDO GHPDQGV IRU WLJKWHU
VFUXWLQ\ RI IRUHLJQ EDQNV1 ,Q 4<<4/ &RQJUHVV SDVVHG WKH )RUHLJQ %DQN 6XSHUYLVLRQ
(QIRUFHPHQW $FW +)%6($,1 %HIRUH )%6($/ VWDWH DXWKRULWLHV FRXOG OLFHQVH IRUHLJQ EDQNV
WR RSHUDWH EUDQFKHV DQG DJHQFLHV ZLWKLQ WKHLU VWDWHV ZLWK RQO\ D FRXUWHV\ QRWLILFDWLRQ WR
WKH )HG1 1RZ/ WKH )HG PXVW DSSURYH DOO HQWULHV1 7KH )HG DSSDUHQWO\ DSSURYHV DSSOLFDWLRQV
IURP EDQNV IURP (XURSH DQG -DSDQ TXLFNO\/ EXW GHOD\V LQWHUPLQDEO\ LQ WKH FDVH RI EDQNV
IURP /DWLQ $PHULFD/ WKH 7UDQVLWLRQ (FRQRPLHV/ DQG DQ\ZKHUH HOVH ZKHUH WKH )HG
EHOLHYHV WKDW UHJXODWRU\ VXSHUYLVLRQ PD\ EH LQDGHTXDWH1
)%6($ OLPLWHG GHSRVLW LQVXUDQFH WR 81610FKDUWHUHG GHSRVLWRU\ LQVWLWXWLRQV1 ,W DOVR
EDUUHG IRUHLJQ EUDQFKHV IURP DFFHSWLQJ GHSRVLWV RI OHVV WKDQ 86’433/333 IURP 8161
UHVLGHQWV DQG FLWL]HQV/ WKRXJK GHSRVLWV IURP IRUHLJQHUV PD\ EH RI DQ\ VL]H1 /DVWO\/
)%6($ UHTXLUHG IRUHLJQ EDQNV DFTXLULQJ PRUH WKDQ 8 SHUFHQW RI D 86 EDQN WR QRWLI\ WKH
)HGHUDO 5HVHUYH +WKH SUHYLRXV OLPLW KDG EHHQ 43 SHUFHQW,1 ,I WKH IRUHLJQ EDQN RZQV RU
FRQWUROV DW OHDVW 58 SHUFHQW RI WKH 86 EDQN/ WKH )HGHUDO 5HVHUYH %DQN PXVW DOVR DSSURYH
WKH IRUHLJQ SDUHQW EDQN DV D KROGLQJ FRPSDQ\1
7KH PRVW UHFHQW GHYHORSPHQW KDV EHHQ WKH ,QWHUVWDWH %DQNLQJ DQG %UDQFKLQJ
(IILFLHQF\ $FW +,%%($, RI 4<<7 ++XOWPDQ 4<<:,1 7KLV DFW WRRN HIIHFW LQ 4<<: DQG
DXWKRUL]HG LQWHUVWDWH EUDQFKLQJ E\ GRPHVWLF EDQNV DQG WKH 86 VXEVLGLDULHV RI IRUHLJQ
EDQNV1 )RUHLJQ EDQNV PD\ DOVR RSHUDWH EUDQFKHV LQ PRUH WKDQ RQH VWDWH ZLWKRXW:
HVWDEOLVKLQJ D VXEVLGLDU\ XQOHVV WKH %RDUG RI *RYHUQRUV UHTXLUHV WKH EDQN WR HVWDEOLVK D
VXEVLGLDU\ WR HQVXUH WKDW WKH EDQN DGKHUHV WR 86 FDSLWDO UHTXLUHPHQWV1
Œ￿￿ ,QWHJUDO IRUPVª UHSUHVHQWDWLYH RIILFHVæ DJHQFLHVæ DQG EUDQFKHV
,Q WKLV 6HFWLRQ , ILUVW GLVFXVV WKH IRUHLJQ EDQNV¶ OHQGLQJ DFWLYLWLHV DQG WKHQ WKHLU
FRQWULEXWLRQ WR WKH GHYHORSPHQW RI WKH PDMRU ILQDQFLDO FHQWHUV LQ WKH 861
614 7KH IRUHLJQ EDQNV¶ OHQGLQJ
$V RQH FDQ VHH IURP 7DEOH 6/ WRWDO DVVHWV DW WKH DJHQFLHV DQG EUDQFKHV RI IRUHLJQ
EDQNV KDV JURZQ 68 WLPHV VLQFH 4<:6/ D Q GS H D N H GL Q4<<:1 %XVLQHVV ORDQV JUHZ 4; WLPHV/
DQG SHDNHG LQ 4<<61 :KDW LV SHUKDSV PRUH LQWHUHVWLQJ LV WKDW WKH VKDUH RI IRUHLJQ EDQNV LQ
WRWDO EDQNLQJ V\VWHP DVVHWV DQG ORDQV SHDNHG DURXQG 4<<40<51 ,W LV QR FRLQFLGHQFH WKDW
WKLV SHDN FRLQFLGHV ZLWK WKDW LQ WKH QXPEHU RI -DSDQHVH EDQNV LQ 1HZ <RUN +DQG WKH 86,1
)URP WKH PLG04<;3VR Q /-DSDQHVH EDQNV/ EXR\HG E\ WKH VWUHQJWK RI WKH -DSDQHVH
HFRQRP\/ WKH \HQ DQG WKH HIIHFW RI WKH VWRFN PDUNHW EXEEOH RQ WKHLU FDSLWDO EDVH/
H[SDQGHG WKHLU SUHVHQFH WKURXJKRXW WKH ZRUOG1 %HIRUH WKH HDUO\ 4<;3V/ WKH -DSDQHVH/
FRQVWUDLQHG E\ WKH 0LQLVWU\ RI )LQDQFH LQ WHUPV RI WKH QXPEHU RI RIILFHV WKH\ FRXOG
HVWDEOLVK/ ZHUH XQGHU0UHSUHVHQWHG LQ ZRUOG ILQDQFLDO FHQWHUV/ UHODWLYH WR ZKDW RQH PLJKW
RWKHUZLVH H[SHFW +&KRL HW DO1 4<;9,1 %\ 4<<3/ WKH UHVWUDLQWV KDG EHHQ OLIWHG DQG WKH\ ZHUH
RYHU0UHSUHVHQWHG +&KRL HW DO1 4<<9,1
$V %DHU +4<<3, IRXQG/ IRUHLJQ SHQHWUDWLRQ RI 8161 ZKROHVDOH EDQNLQJ PDUNHWV ZDV
VWURQJO\ OLQNHG WR WKH PDUNHW FDSLWDOL]DWLRQ RI IRUHLJQ EDQNV1 $W WKH WLPH/ WKH PDUNHW
FDSLWDOL]DWLRQ +DV D SHUFHQW RI DVVHWV, RI -DSDQHVH EDQNV ZDV DOPRVW WKUHH WLPHV WKDW RI
8161 EDQNV/ DQG DW OHDVW 83 SHUFHQW KLJKHU WKDQ WKDW RI WKH PDMRU 6ZLVV/ *HUPDQ DQG;
%ULWLVK EDQNV1 0DUNHW FDSLWDOL]DWLRQ FRUUHODWHG VWURQJO\ ZLWK WKH JURZWK LQ IRUHLJQ EDQN
DFWLYLW\ DV WKH EDQNV VRXJKW WR DGG DVVHWV H[SOLFLWO\ E\ PDNLQJ ORDQV DQG LPSOLFLWO\ E\
LVVXLQJ VWDQG0E\0OHWWHUV RI FUHGLW1 $W WKH VDPH WLPH DV -DSDQHVH EDQNV FDSLWDOL]DWLRQ
LQFUHDVHG GXH WR WKH ULVH LQ ODQG YDOXHV DQG VWRFN SULFHV LQ -DSDQ/
4 WKH PDUNHW
FDSLWDOL]DWLRQ RI 8161 EDQNV VXIIHUHG IURP D VHULHV RI UHJLRQDO GRZQWXUQV DQG WKH IDLOXUH
RI PDQ\ /’& ERUURZHUV WR UHSD\ ORDQV RQ VFKHGXOH1
5
+RZHYHU/ DV 3HHN DQG 5RVHQJUHQ +4<<:, IRXQG IRU WKH 4<;;0<8 SHULRG/ WKH VKDUS
GHFOLQH LQ ODQG DQG VKDUH SULFHV LQ -DSDQ EHWZHHQ 4<;< DQG 4<<5/ WRJHWKHU ZLWK DQ
LQFUHDVHG UHJXODWRU\ HPSKDVLV RQ FDSLWDO DGHTXDF\/ OHG -DSDQHVH EDQNV WR UHGXFH WKHLU
OHQGLQJ1 7R OLPLW WKH HIIHFW RQ ORQJ0VWDQGLQJ FXVWRPHUV WKH EDQNV FRQFHQWUDWHG WKH
UHGXFWLRQ RQ RYHUVHDV FXVWRPHUV1 -DSDQHVH EUDQFKHV LQ WKH 8161 VKRZHG D VWDWLVWLFDOO\
VLJQLILFDQW GHFUHDVH LQ ERWK WRWDO ORDQ JURZWK DQG EXVLQHVV ORDQ JURZWK UHODWLYH WR DVVHWV
DV WKHLU SDUHQW EDQNV* ULVN0EDVHG FDSLWDO UDWLRV IHOO1 +RZHYHU/ WKH 86 VXEVLGLDULHV RI
-DSDQHVH EDQNV GLG QRW VKRZ D VLPLODU UHGXFWLRQ LQ OHQGLQJ1
6LPLODUO\/ /DGHUPDQ +4<<<, IRXQG WKDW VLQFH 4<<5/ -DSDQHVH EDQNV* &DOLIRUQLD
EUDQFKHV DQG DJHQFLHV VKDUH RI WKH WRWDO EXVLQHVV ORDQV PDGH E\ EDQNLQJ LQVWLWXWLRQV
E D V H GL QW K HV W D W HS O X Q J H G 1+RZHYHU/ -DSDQHVH0RZQHG 81610FKDUWHUHG EDQNV
KHDGTXDUWHUHG LQ &DOLIRUQLD KHOG WKHLU VKDUH RI EXVLQHVV ORDQV IDLUO\ VWHDG\ GXULQJ WKH
VDPH SHULRG1 7KH GLIIHUHQFH LV WKDW ORDQV E\ DJHQFLHV DQG EUDQFKHV UHIOHFW WKH FDSLWDO RI
WKH SDUHQW/ ZKHUHDV WKRVH RI VXEVLGLDULHV UHIOHFW WKHLU RZQ FDSLWDO1
4 -DSDQHVH EDQNV KHOG ODUJH SRUWIROLRV RI VWRFNV LQ FRPSDQLHV RU LQ WKHLU FXVWRPHUV1 8QGHU WKH %DVOH UXOHV/
WKH -DSDQHVH EDQNV FRXOG FRXQW 73 SHUFHQW RI WKH XQUHDOL]HG FDSLWDO JDLQV RQ WKHVH VKDUHV DV SDUW RI WKHLU
FDSLWDO EDVH1
5 7KH 8161 EDQNV¶ /’& OHQGLQJ ZDV SDUWLFXODUO\ KHDYLO\ ZHLJKWHG WRZDUGV /DWLQ $PHULFD1 7KH -DSDQHVH
EDQNV¶ /’& OHQGLQJ ZDV SDUWLFXODUO\ KHDYLO\ ZHLJKWHG WRZDUGV $VLD1 /DWLQ $PHULFD VXIIHUHG D ‡ORVW
GHFDGH· IURP 4<;5 RQ1 $VLD VDZ WKH JURZWK RI WKH ‡7 WLJHUV· XQWLO WKH $VLDQ &ULVLV RI 4<<:1<
6KULHYHV DQG ’DKO +5333, IRXQG WKDW 86 OHQGLQJ E\ -DSDQHVH EDQNV IHOO LQ WKH \HDUV
DIWHU 4<;< GXH WR D YDULHW\ RI IDFWRUV/ LQFOXGLQJ GHYHORSPHQWV LQ IRUHLJQ H[FKDQJH UDWHV
DQG H[SRUWV WR WKH 86/ EXW PRVW LPSRUWDQWO\ GXH WR D FRPSOHPHQWDULWLHV EHWZHHQ WKH
EDQNV¶ GRPHVWLF DQG 86 OHQGLQJ1 7KH\ VXJJHVW WKDW WKH FRPSOHPHQWDULWLHV DOVR FRXOG
UHIOHFW D FRUUHODWLRQ EHWZHHQ WKH GRPHVWLF DQG 86 ERUURZLQJ QHHGV RI -DSDQHVH ILUPV/ RU
WKH EDQNV¶ UHDVVHVVPHQW RI WKHLU FXVWRPHUV¶ FUHGLWZRUWKLQHVV1 $JDLQ/ WKH -DSDQHVH EDQNV¶
VXEVLGLDULHV DSSHDUHG WR EH XQDIIHFWHG E\ WKHLU SDUHQWV¶ FDSLWDO RU GRPHVWLF OHQGLQJ1
,Q D ODWHU DQDO\VLV/ 3HHN DQG 5RVHQJUHQ +5333, IRXQG WKDW WKH SXOOEDFN E\ WKH
-DSDQHVH EUDQFKHV KDG DW OHDVW D WHPSRUDU\ HIIHFW RQ WKH RYHUDOO DYDLODELOLW\ RI FUHGLW LQ
WKH 8161 +RZHYHU/ WKLV LV SDUW RI D ODUJHU VWRU\1 ,Q WKH ODWH 4<;3V D SURSHUW\ ERRP VZHSW
DFURVV D QXPEHU RI FRXQWULHV1 %DOO +4<<7, DUJXHV WKDW WHFKQLFDO FKDQJH LQ NH\ VHUYLFH
LQGXVWULHV OHG WR DQ XSVXUJH LQ GHPDQG IRU EXLOGLQJV IURP WKH PLG04<:3V RQZDUG1 $OVR/
GHUHJXODWLRQ LQFUHDVHG FUHGLW DYDLODELOLW\1 0RQHWDU\ DXWKRULWLHV/ DWWHPSWLQJ WR UHLQ0LQ WKH
FUHGLW H[SDQVLRQ/ HQGHG WKH ERRP1 ’HIODWLRQ RI UHDO HVWDWH YDOXHV KLW EDQNLQJ V\VWHPV LQ
$XVWUDOLD/ &DQDGD/ ’HQPDUN/ )LQODQG/ -DSDQ/ 1RUZD\/ 6ZHGHQ/ WKH 8. DQG WKH 86 +%DOO
4<<7> %DUWKROHPHZ 4<<7,1 -DSDQHVH OHQGLQJ DEURDG/ LQFOXGLQJ LQ WKH 86/ LV SDUW RI WKH
VWRU\/ EXW ZKHWKHU LW ZDV WKH NH\VWRQH RU QRW LV DQ RSHQ TXHVWLRQ1
%HIRUH OHDYLQJ WKH WRSLF RI OHQGLQJ E\ IRUHLJQ EDQNV LW LV ZRUWK QRWLQJ WKDW WKH
DFWLYLWLHV RI WKH 8161 DJHQFLHV/ EUDQFKHV DQG VXEVLGLDULHV RI IRUHLJQ EDQNV XQGHUVWDWHV WKH
DFWLYLWLHV RI IRUHLJQ EDQNV1 $V 0F&DXOH\ DQG 6HWK +4<<5, SRLQW RXW/ LQ WKH VHFRQG KDOI RI
WKH 4<;3V/ 86 UHVHUYH UHTXLUHPHQWV LQWHUDFWHG ZLWK PRQH\ PDUNHW LQWHUHVW UDWHV WR JLYH
IRUHLJQ EDQNV DQ LQFHQWLYH WR ERRN ORDQV RIIVKRUH1 :KHQ WKH UHJXODWLRQV FKDQJHG/ IRUHLJQ43
EDQNV WUDQVIHUUHG RU UHERRNHG VRPH RI WKHLU RIIVKRUH EXVLQHVV WR EUDQFKHV DQG DJHQFLHV
ORFDWHG LQ WKH 86 +7HUUHOO 4<<6,1
)RU 4<<6/ 7HUUHOO¶V GDWD VKRZV WKDW )UHQFK/ *HUPDQ/ 6ZLVV DQG %ULWLVK EDQNV KDG
ERWK PRUH ORDQV DQG GHSRVLWV WKDW WKH RQVKRUH ILJXUHV ZRXOG VXJJHVW1 7KH )UHQFK ZHUH
VPDOO QHW ERUURZHUV UDWKHU WKDQ VPDOO QHW OHQGHUV1 7KH *HUPDQV DQG 6ZLVV UHPDLQHG
VPDOO QHW SODFHUV RI IXQGV LQ 86 GRPHVWLF PDUNHWV1 7KH %ULWLVK KDG GRXEOH WKH ORDQV DQG
GHSRVLWV WKDW WKHLU RQVKRUH ILJXUHV ZRXOG LQGLFDWH/ DQG WKH %ULWLVK WRR ZHUH VPDOO QHW
SODFHUV1 7KH &DQDGLDQ EDQNV KDG VXEVWDQWLDOO\ PRUH ORDQV WKDQ RQVKRUH ILJXUHV ZRXOG
LQGLFDWH> WKHLU DELOLW\ WR WDNH GHSRVLWV LQ &DQDGD PHDQW WKDW WKH\ GLG QRW ERRN GHSRVLWV LQ
WKH RIIVKRUH FHQWHUV1 /DVWO\/ WKH RIIVKRUH ILJXUHV LQGLFDWHG D VPDOO LQFUHDVH LQ -DSDQHVH
OHQGLQJ IURP RIIVKRUH RIILFHV/ EXW D ODUJH LQFUHDVH LQ GHSRVLW WDNLQJ1
6
615 7KH GHYHORSPHQW RI 86 ILQDQFLDO FHQWHUV
7KHUH LV D FLUFXODU FDXVDWLRQ EHWZHHQ WKH SUHVHQFH RI WKH LQWHJUDO IRUPV RI IRUHLJQ
EDQNV DQG WKH GHYHORSPHQW RI D ILQDQFLDO FHQWHU1 7KH IRUHLJQ EDQNV SODQW WKHLU
UHSUHVHQWDWLYH RIILFHV/ DJHQFLHV DQG EUDQFKHV LQ FHUWDLQ FLWLHV EHFDXVH WKH\ DUH ILQDQFLDO
FHQWHUV DQG LW LV WKH IRUHLJQ EDQNV SUHVHQFH DQG WKHLU DFWLYLWLHV WKDW PDNH WKH FHQWHU1 ,Q
WHUPV RI WKH QXPEHU RI IRUHLJQ EDQNV ZLWK D SUHVHQFH LQ WKH FLW\ LQ WKH IRUP RI D
UHSUHVHQWDWLYH RIILFH/ DQ DJHQF\ RU D EUDQFK/ 7DEOH 4 VXJJHVWV WKDW WKH VL[ PRVW LPSRUWDQW
FLWLHV DUH 1HZ <RUN/ /RV $QJHOHV +/$,/ 0LDPL/ &KLFDJR/ 6DQ )UDQFLVFR +6),/ DQG
+RXVWRQ1 ,QWHUHVWLQJO\/ RI WKH WRS FHQWHUV LQ 4<;3/ DOO EXW 1HZ <RUN KDYH RQO\ KHOG WKHLU
6 /RDQV WR RU GHSRVLWV IURP QRQEDQNV DW 86 EDQNV¶ RIILFHV LQ WKH %DKDPDV DQG &D\PDQ ,VODQGV ZHUH VWDEOH
DQG YHU\ VPDOO WKURXJKRXW WKH 4<;604<<5 SHULRG144
SODFH/ RU KDYH ORVW JURXQG1 ,Q WKH ODVW 53 \HDUV/ WKH GUDPDWLF JURZWK KDV EHHQ LQ WKH
6RXWK/ ZLWK WKH ULVH RI 0LDPL DQG WKH HQWUDQFH RI +RXVWRQ DQG ’DOODV LQWR WKH UDQNV1
1HZ <RUN= $OUHDG\ LQ 4<45/ 1HZ <RUN ZDV WKH SUHPLHU 86 ILQDQFLDO FHQWHU1 ,Q
4<8:/ WKHUH ZHUH 9: GLIIHUHQW IRUHLJQ EDQNV ZLWK D SUHVHQFH LQ WKH FLW\/ RI ZKLFK WKUHH
ZHUH VXEVLGLDULHV DQG WKH UHVW UHSUHVHQWHG UHSUHVHQWDWLYH RIILFHV DQG DJHQFLHV +7DPDJQD
4<8<,1 %HWZHHQ 4<8< DQG 4<94/ &KDVH 0DQKDWWDQ %DQN DQG &LWLEDQN OHG WKH $VVRFLDWLRQ
RI 1HZ <RUN &OHDULQJ +RXVH %DQNV WR VSRQVRU D ELOO SHUPLWWLQJ IRUHLJQ EDQNV WR RSHQ
EUDQFKHV LQ 1HZ <RUN1 %RWK &KDVH DQG &LWLEDQN ZHUH PHHWLQJ UHVLVWDQFH WR WKHLU
H[SDQVLRQ LQ -DSDQ DQG /DWLQ $PHULFD RQ WKH JURXQGV WKDW 1HZ <RUN GLG QRW RIIHU
UHFLSURFLW\ +3DXO\ 4<;;,1 0RUH UHFHQWO\/ 5RVHQ DQG 0XUUD\ +4<<:, XUJH 1HZ <RUN +WKH
FLW\ DQG WKH VWDWH, WR HQFRXUDJH WKH JRYHUQPHQW RI WKH 8QLWHG 6WDWHV WR ZRUN WR LQFUHDVH
RSHQQHVV DEURDG WR WKH HVWDEOLVKPHQW RI IRUHLJQ EDQNV1 7KLV LV SDUW RI WKHLU VWUDWHJ\ IRU
HQKDQFLQJ WKH LPSRUWDQFH RI 1HZ <RUN DV D ILQDQFLDO FHQWHU1
,Q )LJXUH 4/ , KDYH JUDSKHG WKH QXPEHU RI IRUHLJQ EDQNV LQ 1HZ <RUN IURP 4<:3 WR
WKH SUHVHQW1 7KHUH LV VRPH GRXEOH FRXQWLQJ RI EUDQFKHV DQG VXEVLGLDULHV/ EXW WKH RYHUDOO
VKDSH DSSHDUV UHSUHVHQWDWLYH RI GHYHORSPHQWV LQ WKH 86 RYHUDOO1 $OPRVW DOO IRUHLJQ EDQNV
K D Y HDS U H V H Q F HL Q1 H Z< R U NL IW K H \K D Y HDS U H V H Q F HL QW K H8 6 1
7KH WXUQGRZQ LQ WKH OLQH WKDW UHSUHVHQWV WKH WRWDO QXPEHU RI IRUHLJQ EDQNV LQ 1HZ
<RUN LV GXH WR WKUHH IDFWRUV1 )LUVW/ WKHUH KDV EHHQ D GHFOLQH LQ WKH QXPEHU RI -DSDQHVH
EDQNV ZLWK D SUHVHQFH LQ 1HZ <RUN1 6HFRQG/ PHUJHUV DPRQJ WKH ZRUOG¶V ODUJHVW EDQNV
DUH UHVXOWLQJ LQ VRPH FRQVROLGDWLRQ RI RSHUDWLRQV1 7KLUG/ LQFUHDVHG UHJXODWRU\ FDXWLRQ LV
VORZLQJ WKH LQIORZ RI QHZFRPHUV145
7KH VHFRQG OLQH RQ WKH JUDSK LV WKH QXPEHU RI -DSDQHVH EDQNV LQ 1HZ <RUN/ QHW RI
GRXEOH FRXQWLQJ1 7KH HYLGHQW GRZQWXUQ LQ WKH QXPEHU LV SULPDULO\ D IXQFWLRQ RI WKH
GHFOLQH LQ SURILWDELOLW\ LQ EDQNLQJ LQ -DSDQ/ ZKLFK KDV FDXVHG VHYHUDO EDQNV WR FXW EDFN
RQ XQSURILWDEOH RIILFHV RYHUVHDV1 $Q LQFUHDVH LQ PHUJHUV/ LWVHOI D FRQVHTXHQFH RI WKH
GLIILFXOWLHV LQ WKH -DSDQHVH ILQDQFLDO VHFWRU/ LV DOVR D IDFWRU1 7KXV WKH PHUJHU RI %DQN RI
7RN\R DQG 0LWVXELVKL %DQN/ ERWK RI ZKLFK KDG 1HZ <RUN EUDQFKHV/ U H V X O W H GL QD
UHGXFWLRQ LQ WKH QXPEHU RI VHSDUDWH LQVWLWXWLRQV E\ RQH1
7
-DSDQ LV QRW WKH RQO\ FRXQWU\ WR KDYH VHHQ PHUJHUV1 0HUJHUV DQG DFTXLVLWLRQV +0)$,
DPRQJ ODUJH IRUHLJQ EDQNV DSSHDU WR KDYH LQFUHDVHG LQ WKH 4<<3V1 %\ P\ FRXQW/ WKHUH ZDV
RQO\ RQH PHUJHU HDFK LQ WKH 4<83V DQG WKH 4<93V WKDW UHVXOWHG LQ D FRQVROLGDWLRQ LQ 1HZ
<RUN1 ,Q WKH 4<:3V WKHUH ZHUH VL[/ LQ WKH 4<;3VI L Y H /D Q GL QW K H4<<3V 641 (YHQ DOORZLQJ
IRU WKH LQFUHDVH LQ WKH QXPEHU RI IRUHLJQ EDQNV LQ 1HZ <RUN RYHU WKH VHFRQG KDOI RI WKH
53
WK &HQWXU\/ PHUJHU DFWLYLW\ DSSHDUV WR KDYH LQFUHDVHG LQ WKH 4<<3V1
/DVWO\/ ZKLOH UHWUHDW IURP XQSURILWDEOH RSHUDWLRQV DQG 0)$ KDYH UHGXFHG WKH
QXPEHU RI IRUHLJQ EDQNV LQ 1HZ <RUN/ WKH )HGHUDO 5HVHUYH KDV EHFRPH PRUH FDXWLRXV LQ
DXWKRUL]LQJ WKH HQWU\ RI IRUHLJQ EDQNV1 )RU LQVWDQFH/ LQ 4<<5 WKH )HG EORFNHG DQ
DSSOLFDWLRQ E\ WKH %DQFR 1DFLRQDO GH 0H[LFR/ WKH ODUJHVW EDQN LQ 0H[LFR/ WR RSHQ D
EUDQFK LQ )ORULGD/ WKRXJK VWDWH UHJXODWRUV KDG DSSURYHG LW WKH SUHYLRXV \HDU1
/RV $QJHOHV ) 6DQ )UDQFLVFR= ,Q 4<43/ 6DQ )UDQFLVFR ZDV WKH ILQDQFLDO FHQWHU IRU
WKH :HVW &RDVW LQ WKDW ILYH IRUHLJQ EDQNV KDG D SUHVHQFH WKHUH/ DQG QRQH ZHUH LQ /RV
$QJHOHV1 7KH &DQDGLDQ %DQN RI &RPPHUFH GLG RSHUDWH LQ 6HDWWOH DQG 3RUWODQG +:LONLQV
4<;<, DQG RWKHU &DQDGLDQ EDQNV KDG VKRUW0OLYHG RIILFHV HOVHZKHUH EXW 6DQ )UDQFLVFR ZDV
7 $OVR WKHUH ZHUH LGLRV\QFUDWLF HYHQWV VXFK DV WKH )HGHUDO 5HVHUYH¶V H[SXOVLRQ RI ’DLZD %DQN IURP WKH 86
IRU LWV IDLOXUH WR LQIRUP WKH )HG RI VHULRXV LQWHUQDO ORVVHV +7VFKRHJO 5333,146
FOHDUO\ WKH FHQWHU1 ,Q 4<93/ IRXU RI WKH ILYH IRUHLJQ EDQNV LQ &DOLIRUQLD DW WKH WXUQ RI WKH
FHQWXU\ ZHUH VWLOO SUHVHQW DQG WZR RWKHUV KDG MRLQHG WKHP1
8 %\ 4<:3/ 6) KDG 44 DJHQFLHV
RI IRUHLJQ EDQNV DQG /$ KDG WKUHH1 %\ 4<:8/ /$ KDG SXOOHG DKHDG ZLWK 56 DJHQFLHV WR
6)¶V 531 6LQFH WKHQ/ /$ KDV SXOOHG HYHQ IXUWKHU DKHDG LQ WHUPV RI WKH QXPEHU RI IRUHLJQ
EDQNV ZLWK D SUHVHQFH LQ WKH FLW\/ ZKLOH 6) KDV VHHQ RQO\ VOLJKW JURZWK1
&KLFDJR= 7KH ILUVW IRUHLJQ EDQN LQ &KLFDJR ZDV D EUDQFK RI WKH %DQN RI 0RQWUHDO
+%R0,/ HVWDEOLVKHG LQ 4;94/ FORVHG WKHUHDIWHU EHIRUH EHLQJ UH0RSHQHG LQ 4;:4 +-DPHV
4<6;,1 2WKHU &DQDGLDQ EDQNV FDPH DQG ZHQW EXW E\ 4<47/ %DQN RI 0RQWUHDO ZDV WKH
ODUJHVW EDQN LQ ,OOLQRLV +:LONLQV 4<;<,1 +RZHYHU/ DIWHU D FKDQJH LQ ,OOLQRLV ODZ LQ 4<54/
%R0 ZDV IRUFHG WR UHVWULFW LWV DFWLYLWLHV DQG WKH EUDQFK ORVW LWV SUH0HPLQHQW SRVLWLRQ1 ,Q
4<85 %R0 GRZQJUDGHG LWV EUDQFK WR D UHSUHVHQWDWLYH RIILFH +’HQLVRQ 4<9:,1 ,Q WKH VDPH
\HDU ’DL0,FKL .DQJ\R +’.%, EHFDPH WKH ILUVW IRUHLJQ EDQN WR HQWHU DIWHU :RUOG :DU ,,
ZKHQ LW HVWDEOLVKHG D UHSUHVHQWDWLYH RIILFH1 7KHQ LQ 4<:5/ ’.% HVWDEOLVKHG D FRQVRUWLXP
EDQN/ )LUVW 3DFLILF %DQN/ LQ FRPSDQ\ ZLWK VRPH RI LWV -DSDQHVH FOLHQWV ILUPV1
9 ,Q 4<:6/
VL[ PRQWKV EHIRUH WKH ,OOLQRLV OHJLVODWXUH SDVVHG WKH )RUHLJQ %DQNLQJ 2IILFH $FW
SHUPLWWLQJ IRUHLJQ EDQNV WR RSHQ RQH EUDQFK SHU EDQN/ %DQFR GL 5RPD DOVR HVWDEOLVKHG D
VXEVLGLDU\1
: 7KH QHZ ODZ UHVWULFWHG WKH ORFDWLRQ RI WKH IRUHLJQ EDQNV¶ EUDQFKHV WR WKH DUHD
RI WKH /RRS +&KLFDJR¶V WRZQ FHQWHU,1 7KH UHVWULFWLRQV RQ IRUHLJQ EDQNV ZHUH FRQVLVWHQW
ZLWK ,OOLQRLV¶ JHQHUDO EDQNLQJ ODZV/ ZKLFK UHVWULFWHG DOO EDQNV WR D VLQJOH RIILFH +VR0FDOOHG
8 7KH IRXU VXUYLYRUV ZHUH WKH %DQN RI 7RN\R +WKHQ <RNRKDPD 6SHFLH %DQN,/ &DQDGLDQ %DQN RI &RPPHUFH
+QRZ &DQDGLDQ ,PSHULDO %DQN RI &RPPHUFH,/ WKH %DQN RI 0RQWUHDO DQG +6%&1 7KH QRQ0VXUYLYRU ZDV WKH
5XVVR0&KLQHVH %DQN/ ZKLFK HVWDEOLVKHG D EUDQFK LQ 6DQ )UDQFLVFR LQ 4<371 ,W QHYHU IXOO\ UHFRYHUHG IURP
WKH 4<39 HDUWKTXDNH DQG ORFDO &KLQHVH HQWUHSUHQHXUV HVWDEOLVKHG WKH %DQN RI &DQWRQ +WKH ILUVW RI WKUHH
EDQNV WKDW ZRXOG EHDU WKDW QDPH,/ ZKLFK WRRN RYHU WKH 5XVVR0&KLQHVH %DQN¶V OXFUDWLYH UHPLWWDQFH
EXVLQHVV1+ 5XVVR0&KLQHVH ZDV WKH ILUVW MRLQW YHQWXUH EDQN LQ &KLQD/ ZLWK WKH QDPH LQGLFDWLQJ WKH
QDWLRQDOLWLHV RI LWV RZQHUV1 ,WV KHDGTXDUWHUV ZHUH LQ 6W1 3HWHUVEXUJ DQG LW RSHQHG LWV ILUVW EUDQFK RQ WKH %XQG
LQ 6KDQJKDL LQ 4;<91, 7KH DGGLWLRQV E\ 4<93 ZHUH 6DQZD %DQN DQG 6XPLWRPR %DQN1
9 /DWHU LW DFTXLUHG DOO WKH VKDUHV DQG WKHQ FRQYHUWHG LW WR D EUDQFK LQ 4<;4147
‡XQLW EDQNLQJ·,1 &KLFDJR¶V ODUJHVW EDQNV KDG EDFNHG WKH PDUNHW0RSHQLQJ PHDVXUH DV WKH\
KDG IRXQG WKHPVHOYHV UHVWULFWHG LQ WKHLU RZQ LQWHUQDWLRQDO H[SDQVLRQ ZKHQ WU\LQJ WR HQWHU
FRXQWULHV VXFK DV -DSDQ WKDW UHTXLUHG UHFLSURFLW\1 7KH ODUJH &KLFDJR EDQNV DQG WKH
EXVLQHVV FRPPXQLW\ LQ JHQHUDO DOVR IDYRUHG WKH GHYHORSPHQW RI &KLFDJR DV D ILQDQFLDO
FHQWHU IRU WKH PLGGOH RI WKH FRXQWU\1 %DUFOD\V %DQN ZDV WKH ILUVW IRUHLJQ EDQN WR HVWDEOLVK
D EUDQFK1 8QOLNH PRVW RI WKH VXEVHTXHQW HQWUDQWV WKDW HVVHQWLDOO\ VSHFLDOL]HG LQ FRUSRUDWH
DQG ZKROHVDOH EDQNLQJ EXVLQHVV/ %DUFOD\V DFWLYHO\ DWWHPSWHG WR GHYHORS WKH UHWDLO VLGH DV
ZHOO1 ,Q 4<;: LW JDYH XS WKH HIIRUW DQG LW WRR GHFLGHG WR IRFXV LWV DWWHQWLRQ RQ ZKROHVDOH
DQG FRUSRUDWH EXVLQHVV1 7KH QXPEHU RI IRUHLJQ EDQNV ZLWK D SUHVHQFH LQ &KLFDJR
DSSDUHQWO\ SHDNHG DW RYHU ;3 LQ WKH ODWH 4<;3V/ EHIRUH GURSSLQJ WR WKH SUHVHQW 731
0LDPL= %HIRUH 4<:5/ IRUHLJQ EDQNV FRXOG RZQ EDQNV LQ )ORULGD EXW ZKHQ WKH ODZ
FKDQJHG WR EORFN IXUWKHU HQWU\ RQO\ &DQDGD¶V 5R\DO 7UXVW &RPSDQ\ KDG DFTXLUHG ORFDO
VXEVLGLDULHV +:LONLQV 4<:<,1 ,Q 4<::/ )ORULGD SDVVHG WKH )LUHVWRQH0%ORRP ELOO/ ZKLFK
DXWKRUL]HG WKH HQWU\ RI DJHQFLHV RI IRUHLJQ EDQNV VWDUWLQJ LQ 4<:;1 %\ 4<:< WKHUH ZHUH 46
LQ WKH JUHDWHU 0LDPL DUHD DQG E\ 4<;4 WKHUH ZHUH 541 %\ 4<;7 WKHUH ZHUH 7; EXW VLQFH
WKHQ WKH QXPEHU KDV VWDELOL]HG1 *URVIRJXHO +4<;8, DUJXHV WKDW 0LDPL HPHUJHG DV D ZRUOG
FLW\ LQ WKH ODWH 4<:3V DV LW EHFDPH WKH FRUH RI WKH &DULEEHDQ V\VWHP RI FLWLHV RQ WKH EDVLV/
LQ SDUW/ RI DQ LQIUDVWUXFWXUH EXLOW WR VHUYH WRXULVP1 ˇ K8DOODFKiLQ +4<<7, PDLQWDLQV WKDW
0LDPL QRZ DFWV DV QRGH IRU IORZV RI WUDGH DQG LQYHVWPHQW EHWZHHQ WKH 8QLWHG 6WDWHV/
6RXWK $PHULFD DQG (XURSH DQG DV D FHQWHU IRU 6RXWK $PHULFD1 ,Q D SURFHVV LQ ZKLFK WKH
EDQNV SOD\HG D SLYRWDO UROH/ 0LDPL KDV HPHUJHG DV D ILQDQFLDO DQG EXVLQHVV FHQWHU IRU
/DWLQ $PHULFD1
: ,Q 4<::/ % D Q F RG L5 R P DD O V RH V W D E O L V K H GDE U D Q F K 1,W FRQVROLGDWHG WKH VXEVLGLDU\ LQWR WKH EUDQFK LQ 4<;9148
+RXVWRQ DQG ’DOODV= ,Q 4<;8/ WKH 7H[DV OHJLVODWXUH ILQDOO\ DXWKRUL]HG IRUHLJQ EDQNV
WR RSHUDWH DV DJHQFLHV1 3ULRU WR WKH SDVVDJH RI WKH )RUHLJQ %DQN $JHQF\ $FW +6%:79,/
IRUHLJQ EDQNV FRXOG RQO\ RSHUDWH YLD UHS RIILFHV DQG (GJH $FW EDQNV1 7KH $FW VWLOO OLPLWHG
WKH IRUHLJQ EDQNV WR RSHUDWLQJ RQO\ ZLWKLQ FRXQWLHV ZLWK D SRSXODWLRQ RI RYHU 418 PLOOLRQ1
+RZHYHU/ WKLV OLPLW LQFOXGHG WKH WZR FLWLHV RI JUHDWHVW LQWHUHVW= +RXVWRQ/ ZLWK LWV 3RUW RI
+RXVWRQ†RQH RI WKH EXVLHVW SRUWV LQ WKH 86/ DQG ’DOODV0)W1 :RUWK ZLWK LWV KXE DLUSRUW1
$WODQWD= ,Q 4<:5 *HRUJLD DXWKRUL]HG WKH HQWU\ RI IRUHLJQ EDQNV LQ D ELG WR PDNH
$WODQWD D ILQDQFLDO FHQWHU1 2ULJLQDOO\ WKHUH ZDV VRPH KRSH WKDW $WODQWD FRXOG SURYLGH D
FHQWUDO EDVH IRU IRUHLJQ EDQNV VHUYLFLQJ IRUHLJQ ILUPV HVWDEOLVKLQJ PDQXIDFWXULQJ SODQWV
LQ WKH 6RXWK1 +RZHYHU/ WKH ULVH RI 0LDPL DQG WKH 7H[DV FHQWHUV/ DQG WKH LQFUHDVH LQ WKH
QXPEHU RI FLWLHV ZLWK WKH SUHVHQFH RI MXVW D VLQJOH IRUHLJQ EDQN KDV SUREDEO\ FRPH DW
VRPH H[SHQVH WR $WODQWD¶V UROH DV D ILQDQFLDO FHQWHU1 7KH DLUSRUWV RI 0LDPL/ ’DOODV0)W1
:RUWK/ DQG &KLFDJR HTXDO $WODQWD DV KXEV IRU DFFHVV WR WKH VRXWK1
:H VKRXOG QRW DOORZ WKH IRFXV RQ WKH TXDQWLW\ RI OHQGLQJ E\ DJHQFLHV DQG EUDQFKHV
WR RYHUVKDGRZ FRPSOHWHO\ WKH RWKHU FRQWULEXWLRQV RI WKHVH IRUHLJQ EDQNV¶ RIILFHV1 )RU
LQVWDQFH/ IRUHLJQ EDQNV KDYH EHHQ DEOH WR JDWKHU VRPH FRUUHVSRQGHQW EDQNLQJ EXVLQHVV
EHFDXVH VPDOOHU GRPHVWLF EDQNV FRQVLGHU WKHP OHVV RI D WKUHDW LQ WHUPV RI VWHDOLQJ
FXVWRPHUV WKDQ ODUJH GRPHVWLF EDQNV +*ROGEHUJ 4<<5,1 2Q RFFDVLRQ WKLV FDQ H[WHQG WR DQ
LQYLWDWLRQ WR SDUWLFLSDWH LQ ORDQV WKDW DUH WRR ODUJH IRU WKH GRPHVWLF EDQN WR FDUU\ RQ LWV
RZQ1 3UREDEO\ WKH PRVW LPSRUWDQW ORQJ0UXQ UROH RI WKH LQWHJUDO RIILFHV LV WKHLU GLVSHUVDO RI
VSHFLDOL]HG NQRZOHGJH DQG H[SHUWLVH +LQFOXGLQJ NQRZOHGJH RI WKHLU KRPH FRXQWULHV,1
)DFH0WR0IDFH FRQWDFW LV LPSRUWDQW ZKHQ EDQNV SURGXFH VSHFLDOL]HG VHUYLFHV IRU FRUSRUDWH49
FXVWRPHUV1 %\ ORFDWLQJ LQ VHYHUDO FLWLHV WKURXJKRXW WKH 8161/ WKH IRUHLJQ EDQNV UHGXFHG
WKH FRVW RI DFFHVV WR VXFK VHUYLFHV IRU VPDOOHU/ ORFDO ILUPV1
Ø￿￿ (TXLW\ IRUPVª FRQVRUWLDæ DIILOLDWHV DQG VXEVLGLDULHV
&RQVRUWLD/ EDQNV RZQHG E\ VHYHUDO SDUHQW EDQNV/ KDYH QHYHU SOD\HG D ODUJH UROH LQ
WKH SUHVHQFH RI IRUHLJQ EDQNV LQ WKH 861 2QH FRQVRUWLXP WKDW ZH ZLOO PHQWLRQ EHORZ DW
VRPH VOLJKW OHQJWK LV (XURSHDQ $PHULFDQ %DQN/ WKH 86 PDQLIHVWDWLRQ RI WKH (XURSHDQ
%DQN &OXE +(%,&> 5RVV 4<<<,1 7KH 6FDQGLQDYLDQV/ FRQVWUDLQHG E\ GRPHVWLF UHJXODWLRQV/
OLPLWHG LQWHUQDWLRQDO H[SHULHQFH/ DQG WKH VPDOO VL]H RI WKHLU KRPH HFRQRPLHV/ DOVR PDGH
XVH RI FRQVRUWLD1 7KH WKUHH 6FDQGLQDYLDQ FRQVRUWLD†6FDQGLQDYLDQ %DQN/ 1RUGLF %DQN/
DQG 3.0&KULVWLDQLD %DQN†RSHUDWHG OLNH EUDQFKHV/ WKRXJK WKH\ ZHUH/ RI FRXUVH/ OLPLWHG
E\ WKHLU FDSLWDO +-DFREVHQ DQG 7VFKRHJO 4<<<,1 2WKHU FRQVRUWLD DOVR PDGH DQ DSSHDUDQFH/
EXW WKLV IRUP ZDV UHDOO\ D FKLOG RI WKH ODWH04<93V WR WKH HDUO\ 4<;3V/ KDYLQJ SHDNHG LQ
SRSXODULW\ LQ WKH HDUO\ 4<:3V1
7KH )HGHUDO 5HVHUYH GDWD GRHV QRW GLVWLQJXLVK EHWZHHQ DIILOLDWHV DQG VXEVLGLDULHV DV
LW WDNHV D 58 SHUFHQW RZQHUVKLS VWDNH DV LWV GLYLGLQJ OLQH IRU UHSRUWLQJ SXUSRVHV1 7KHUH DUH
PDQ\ H[DPSOHV RI IRUHLJQ EDQNV DFTXLULQJ D PLQRULW\ SRVLWLRQ LQ D 86 EDQN1 8VXDOO\
WKHVH DSSHDU WR EH SDVVLYH LQYHVWPHQWV/ WKH PRWLYH IRU ZKLFK LV LGLRV\QFUDWLF WR WKH
WUDQVDFWLRQ1 +RZHYHU/ WKH PRVW LPSRUWDQW HTXLW\ SUHVHQFHV RI IRUHLJQ EDQNV/ HVSHFLDOO\
WKH RQHV ZH GLVFXVV EHORZ/ DUH +DOPRVW, DOO VXEVLGLDULHV1
714 7KH ODUJHVW DIILOLDWHV RU VXEVLGLDULHV
)URP 7DEOH 7 LW LV DSSDUHQW WKDW WKH ILYH ODUJHVW EDQNV FRQWURO 9: SHUFHQW RI DOO WKH
EDQNLQJ V\VWHP DVVHWV DFFRXQWHG IRU E\ DIILOLDWHV DQG VXEVLGLDULHV RI IRUHLJQ EDQNV1 7KH4:
QH[W ILYH DFFRXQW IRU 4; SHUFHQW RI WKH DVVHWV1 7KXV WKH 43 ODUJHVW EDQNV DFFRXQW IRU ;9
SHUFHQW RI DOO DVVHWV LQ DIILOLDWHV DQG VXEVLGLDULHV1 7KH ODUJHVW EDQNV DUH DOPRVW DOO
VXEVLGLDULHV ZKRVH JURZWK FDPH DERXW E\ DFTXLVLWLRQ/ W\SLFDOO\ ZLWK RQH PDMRU
DFTXLVLWLRQ DFFRXQWLQJ IRU WKH EXON RI WKH VWRU\1
+RQJNRQJ ) 6KDQJKDL %DQNLQJ &RUSRUDWLRQ ++6%&, ILUVW FDPH WR WKH 86 LQ LWV
RZQ QDPH LQ 4;:8 ZKHQ LW RSHQHG DQ DJHQF\ LQ 6DQ )UDQFLVFR1
; ,W WKHQ HVWDEOLVKHG
DQRWKHU DJHQF\ LQ 1HZ <RUN LQ 4;;31 7KLV DJHQF\ FKDQJHG VWDWXV WR D EUDQFK DQG EDFN
DJDLQ/ DFTXLUHG WKH DVVHWV RI *OREDO 8QLRQ %DQN LQ 4<<3/ DQG QRZ LV D UHSUHVHQWDWLYH
RIILFH1 +6%& HVWDEOLVKHG 7KH +RQJNRQJ %DQN RI &DOLIRUQLD LQ 4<88 ZLWK KHDGTXDUWHUV LQ
6DQ )UDQFLVFR1 7KLV VXEVLGLDU\ ZDV QHYHU VXFFHVVIXO DQG VLQFH 4<:5 LW KDG EHHQ VHOOLQJ
RII LWV EUDQFKHV1 +6%&¶V UHDO JURZWK LQ WKH 86 RFFXUUHG LQ 4<:;0:</ ZKHQ LW ERXJKW 84
SHUFHQW RI 0DULQH 0LGODQG %DQN LQ 1HZ <RUN1 7KH EDQN ZDV EDGO\ LQ QHHG RI DGGLWLRQDO
FDSLWDO WKRXJK +6%&¶V SXUFKDVH RI 0DULQH 0LGODQG UDLVHG D QXPEHU RI LVVXHV ZLWK 1<
UHJXODWRUV/ ZKLFK +6%& ILQHVVHG E\ VZLWFKLQJ WR D )HGHUDO FKDUWHU +.LQJ 4<<4,1
<
+RZHYHU/ DV D FRQGLWLRQ RI SXUFKDVH/ WKH )HGHUDO 5HVHUYH UHTXLUHG WKDW +6%& VHOO
; .LQJ +4<<4, UHSRUWV WKDW WKH EDQN LQLWLDOO\ DSSRLQWHG D ORFDO EDQN DV DJHQW1 :KHQ WKLV EDQN IDLOHG/ +6%&
GHFLGHG WR FUHDWH D EDQN0VWDIIHG DJHQF\1 +RZHYHU/ LW UHTXLUHG WKH DJHQW WR RSHUDWH DV :1+1 +DUULV/ DJHQW IRU
+RQJNRQJ %DQN/ UDWKHU WKDQ +RQJNRQJ %DQN/ :1+1 +DUULV DJHQW1 7KLV PD\ EH ZK\ :ULJKW +4<43, PDNHV
QR PHQWLRQ RI +RQJNRQJ %DQN¶V SUHVHQFH LQ &DOLIRUQLD1 6WLOO/ +6%& GDWHV LW SUHVHQFH LQ 6DQ )UDQFLVFR WR
4;:81 7KH ILUVW DQQXDO UHSRUW RI WKH &DOLIRUQLD 6WDWH %DQNLQJ ’HSDUWPHQW LQ4<3< OLVWV +6%& DV KDYLQJ DQ
DJHQF\ LQ 6DQ )UDQFLVFR1 ,Q 4<<8/ +6%& FORVHG LWV DJHQFLHV LQ 6DQ )UDQFLVFR DQG /RV $QJHOHV DQG LWV
UHSUHVHQWDWLYH RIILFHV LQ $OKDPEUD DQG 1HZSRUW %HDFK1 ,W WUDQVIHUUHG WKH EXVLQHVV RI WKHVH RIILFHV WR D
QHZO\ FUHDWHG/ 6DQ )UDQFLVFR0EDVHG MRLQW YHQWXUH 0 :HOOV )DUJR +6%& 7UDGH %DQN – ZKLFK SURYLGHV WUDGH
ILQDQFH DQG LQWHUQDWLRQDO EDQNLQJ VHUYLFHV1 7KH MRLQW YHQWXUH LV 93073 :HOOV )DUJR0+6%&/ WKRXJK :HOOV
RZQV ;3 SHUFHQW RI WKH YRWLQJ VKDUHV WR FRPSO\ ZLWK WKH )HGHUDO 5HVHUYH %RDUG*V GHILQLWLRQ RI %FRQWUROOLQJ
LQWHUHVW% DQG WR EH DEOH WR VXSSO\ VHUYLFHV WR WKH VXEVLGLDU\ DW FRVW1 +6%& DOVR KDV QRQ0HTXLW\ VWUDWHJLF
DOOLDQFHV ZLWK :HOOV )DUJR %DQN +GDWLQJ EDFN WR 4<;<, DQG ZLWK :DFKRYLD &RUSRUDWLRQ1
< 0DULQH 0LGODQG ZDV XQUHODWHG WR 0LGODQG %DQN RI WKH 8. XQWLO +6%& DOVR ERXJKW 48 SHUFHQW RI WKH
ODWWHU LQ 4<;:/ DQG WKHQ DFTXLUHG 0LGODQG LQ 4<<51 &XULRXVO\/ 6LU 7KRPDV 6XWKHUODQG/ D GLUHFWRU RI ZKDW
ZDV WR EHFRPH WKH 0LGODQG %DQN/ ZDV LQVWUXPHQWDO LQ WKH 4;93V LQ VHWWLQJ XS WKH +RQJNRQJ ) 6KDQJKDL
%DQNLQJ &RUSRUDWLRQ14;
+RQJNRQJ %DQN RI &DOLIRUQLD1
43 ,Q 4<;:/ +6%& DFTXLUHG WKH UHPDLQLQJ 7< SHUFHQW RI
0DULQH 0LGODQG/ PDNLQJ LW D ZKROO\0RZQHG VXEVLGLDU\1 0DULQH 0LGODQG +ODWHU +6%&
86$, WKHQ DFTXLUHG D QXPEHU RI VPDOOHU EDQNV1
44 7KH PRVW UHFHQW PDMRU SXUFKDVH ZDV
WKDW RI 5HSXEOLF 1DWLRQDO %DQN RI 1HZ <RUN LQ 4<<<1
45 :KLOH JURZLQJ EH\RQG LWV HWKQLF
EDQNLQJ QLFKH/ +6%& KDV VWLOO NHSW WKDW DV D SDUW RI LWV VWUDWHJ\1
46
’HXWVFKH %DQN¶V GLUHFW SUHVHQFH LQ WKH 86 GDWHV WR 4<:; ZKHQ LW RSHQHG D EUDQFK LQ
1HZ <RUN1 ,Q 4<<; LW ERXJKW %DQNHUV 7UXVW1 7KLV SXUFKDVH LV SDUW RI DQ RQJRLQJ/ DQG VR
IDU KLJKO\ VXFFHVVIXO/ DWWHPSW WR FUHDWH DQ LQYHVWPHQW EDQN1 ’%¶V VWUDWHJ\ HDUOLHU LQFOXGHG
WKH SXUFKDVH RI 0RUJDQ *UHQIHOO/ D 8. PHUFKDQW EDQN/ LQ 4<;</ DQG WKH WUDQVIHU RI WKH
%DQN¶V KHDGTXDUWHUV IRU LWV LQYHVWPHQW EDQNLQJ DFWLYLWLHV IURP )UDQNIXUW WR /RQGRQ1
$%1 $052 LV WKH UHVXOW RI D 4<<3 PHUJHU EHWZHHQ $OJHPHQH %DQN 1HGHUODQG
+$%1, DQG $PVWHUGDP05RWWHUGDP %DQN +$052,1 $%1 ILUVW HQWHUHG WKH 86 ZKHQ LW
HVWDEOLVKHG DQ DJHQF\ LQ 1HZ <RUN LQ 4<741 ,Q 4<:< LW ERXJKW /D6DOOH 1DWLRQDO %DQN RI
&KLFDJR1 /D6DOOH*V RZQHU†D GLYHUVLILHG QRQEDQNLQJ FRPSDQ\†KDG WR VHOO EHFDXVH RI D
ODZ WKDW EDUV VXFK ILUPV IURP FRQWLQXLQJ WR RZQ D EDQN1 2WKHU DFTXLVLWLRQV LQ WKH
43 +6%& VROG WR &HQWUDO %DQN 6\VWHP RI 2DNODQG1 &HQWUDO %DQN KDG ORQJ EHHQ LQWHUHVWHG LQ H[SDQGLQJ
DFURVV 6DQ )UDQFLVFR %D\ DQG WKH DFTXLVLWLRQ SURYLGHG WKH RSSRUWXQLW\1 7R UHWDLQ WKH EDQN¶V WLHV WR WKH ORFDO
&KLQHVH FRPPXQLW\/ &HQWUDO %DQN EURXJKW WZR ORFDO EXVLQHVVPHQ ZLWK DQ HWKQLF &KLQHVH EDFNJURXQG RQWR
LWV %RDUG RI ’LUHFWRUV1
44 ,Q 4<;9/ 0DULQH 0LGODQG ERXJKW :HVWFKHVWHU )HGHUDO 6DYLQJV %DQN1 /DWHU/ LW ERXJKW 8QLWHG 1RUWKHUQ
)HGHUDO 6DYLQJV %DQN +4<<8,> WKH EUDQFKHV RI (DVW 5LYHU 6DYLQJV %DQN +4<<9,> DQG )LUVW )HGHUDO 6DYLQJV
DQG /RDQ RI 5RFKHVWHU +4<<:,1
45 +6%& ERXJKW 5HSXEOLF IURP LWV RZQHU/ WKH OHJHQGDU\ (GPRQG 6DIUD/ ZKR GLHG LQ D EL]DUUH LQFLGHQW ODWHU
WKDW \HDU1
46 ,Q 4<;8/ +6%& ERXJKW WKH EUDQFKHV DQG GHSRVLWV RI WKH IDLOHG *ROGHQ 3DFLILF 1DWLRQDO %DQN LQ 1HZ
<RUN¶V &KLQDWRZQ DQG 4XHHQV1 7KH &RPSWUROOHU RI WKH &XUUHQF\ KDG FORVHG WKH EDQN IRU ‡LUUHJXODULWLHV·
DQG ODWHU .XDQJ +VXQJ +-RVHSK, &KXDQJ/ WKH FKDLUPDQ/ SUHVLGHQW/ DQG FKLHI H[HFXWLYH RIILFHU RI WKH EDQN/
DQG VRPH RWKHU H[HFXWLYHV ZHUH FRQYLFWHG RI IUDXG1 +RZHYHU/ DOWKRXJK KH KDG ORVW IRXU HDUOLHU OHJDO
FKDOOHQJHV/ D 1HZ <RUN )HGHUDO ’LVWULFW -XGJH SHUPLWWHG &KXDQJ WR SURFHHG ZLWK D ’8: PLOOLRQ QHJOLJHQFH
ODZVXLW DJDLQVW WKH )’,&1 &KXDQJ¶V DUJXPHQW LV WKDW WKH EDQN ZDV QRW LQVROYHQW DQG WKDW WKH )’,& ERWFKHG
WKH OLTXLGDWLRQ1 ,Q 4<<9/ +6%& SXUFKDVHG +DQJ 6HQJ %DQN¶V WZR EUDQFKHV LQ 1HZ <RUN¶V &KLQDWRZQ1
+6%& RZQV 94 SHUFHQW RI +DQJ 6HQJ DQG WKH WZR EUDQFKHV FRQWLQXHG WR RSHUDWH XQGHU WKH +DQJ 6HQJ
%DQN 86$ QDPH EXW DV SDUW RI 0DULQH 0LGODQG1 /DVWO\/ LQ 4<<< +6%& ERXJKW )LUVW &RPPHUFLDO %DQN RI4<
&KLFDJR DUHD IROORZHG/ SDUWLFXODUO\ DIWHU WKH ,OOLQRLV OHJLVODWXUH DXWKRUL]HG PXOWLEDQN
KROGLQJ FRPSDQLHV LQ 4<;51
47 $%1 $052*V EXLOG0XS LQ WKH 86 UHIOHFWHG LWV VWUDWHJ\ WR
JLYH LWVHOI D VHFRQG KRPH PDUNHW RXWVLGH RI WKH 1HWKHUODQGV1
$OVR LQ 4<<4/ $%10$052 WRRN IXOO FRQWURO RI (XURSHDQ $PHULFDQ %DQN +($%, E\
EX\LQJ WKH UHPDLQLQJ 67 SHUFHQW VWLOO KHOG E\ WZR (XURSHDQ SDUWQHUV1 ($% EHJDQ LQ 4<85
DV WKH %HOJLDQ $PHULFDQ %DQN LQ 1HZ <RUN/ D VXEVLGLDU\ RI %HOJLXP¶V 6RFLpWp *pQpUDOH
GH %DQTXH1 ,Q 4<9; WKH %DQN FKDQJHG LWV QDPH WR (XURSHDQ $PHULFDQ %DQN ZKHQ LW
ZLGHQHG LWV RZQHUVKLS E\ EHFRPLQJ D FRQVRUWLXP1
48 ,Q 4<:7 ($% DFTXLUHG DQG DEVRUEHG
)UDQNOLQ 1DWLRQDO %DQN RI /RQJ ,VODQG/ 1HZ <RUN DIWHU ,WDOLDQ ILQDQFLHU 0LFKHOH
6LQGRQD KDG UXQ WKH EDQN LQWR WKH JURXQG1
%DQN RI 7RN\R00LWVXELVKL LV WKH UHVXOW RI WKH 4<<9 PHUJHU RI %DQN RI 7RN\R DQG
0LWVXELVKL %DQN1 7KH %DQN RI 7RN\R +WKH WKHQ <RNRKDPD 6SHFLH %DQN0<6%, ILUVW
HQWHUHG 1HZ <RUN LQ 4;;3/ 6DQ )UDQFLVFR LQ 4;;9 DQG +DZDL¶L LQ 4;<5 +7DPDNL 4<<8,1
2ULJLQDOO\ LWV DJHQFLHV RSHUDWHG RXW RI WKH -DSDQHVH JRYHUQPHQW¶V FRQVXODU RIILFHV EXW
HYHQWXDOO\ DFTXLUHG WKHLU RZQ SUHPLVHV1 ,Q 4;<</ <6% RSHQHG D EUDQFK LQ 6DQ )UDQFLVFR
WKDW LW LQFRUSRUDWHG XQGHU VWDWH ODZ LQ 4<43/ DQG LQ 4<46 WKLV EDQN RSHQHG D EUDQFK LQ
/RV $QJHOHV +:LONLQV 4<;<,1
3KLODGHOSKLD1 )LUVW &RPPHUFLDO %DQN RI 3KLODGHOSKLD KDG WZR EUDQFKHV DQG FDWHUHG WR WKH ORFDO $VLDQ
SRSXODWLRQ> LW FRQWLQXHV WR GR VR EXW XQGHU WKH +6%& QDPH1
47 7KHVH LQFOXGHG +DUWIRUG 3OD]D %DQN +4<;3,> %DQN RI /LVOH +4<;9,> ([FKDQJH %DQFRUS +4<<3,> &UDJLQ
)HGHUDO 6DYLQJV +4<<7,> WKH ,OOLQRLV RIILFHV RI 6DYLQJV RI $PHULFD +4<<7,> &RPHULFD %DQN0,OOLQRLV +4<<9,>
WKH &KLFDJR EUDQFKHV DQG GHSRVLWV RI +RPH 6DYLQJV RI $PHULFD +4<<7,> &ROXPELD 1DWLRQDO %DQN +4<<9,>
DQG &KLFDJR &RUS1 +4<<:> EURNHUDJH,1 +RPH 6DYLQJV RI $PHULFD ZDV WKH SULQFLSDO VXEVLGLDU\ RI +1)1
$KPDQVRQ RI ,UZLQGDOH/ &DOLIRUQLD1 7KH 4<<5 SXUFKDVH RI 7DOPDQ +RPH )HGHUDO 6DYLQJV/ WKH ODUJHVW
VDYLQJV EDQN LQ ,OOLQRLV/ GRXEOHG WKH VL]H RI $%10$052*V RSHUDWLRQV LQ ,OOLQRLV1 ,Q 4<<:/ $%1 $052
DFTXLUHG 6WDQGDUG )HGHUDO %DQN RI 7UR\/ 0LFKLJDQ/ DQG LWV 0LFKLJDQ0EDVHG ,QWHU)LUVW DQG &KLFDJR0EDVHG
%HOO )HGHUDO %DQN GLYLVLRQV1
48 $PVWHUGDP05RWWHUGDP %DQN +$052> WKH 1HWKHUODQGV, WRRN 4716 SHUFHQW RI WKH HTXLW\1 7KH RWKHU
SDUWQHUV ZHUH/ ZLWK 5;19 SHUFHQW HDFK/ 6RFLpWp *pQpUDOH GH %DQTXH +%HOJLXP,/ ’HXWVFKH %DQN +*HUPDQ\,/
DQG 0LGODQG %DQN +*UHDW %ULWDLQ,1 %\ WKH HDUO\ 4<:3V/ WKH RZQHUVKLS ZDV= $052 – 4: SHUFHQW>53
7KH 86 DXWKRULWLHV FORVHG DOO WKH -DSDQHVH EDQNV WKH GD\ DIWHU WKH -DSDQHVH DWWDFN
RQ 3HDUO +DUERU1
49 $IWHU WKH ZDU/ WKH 2FFXSDWLRQ XQGHU *HQHUDO 0DF$UWKXU IRUFHG WKH
<6% WR JHW ULG RI DOO LWV RYHUVHDV DVVHWV DQG RUGHUHG WKH EDQN¶V OLTXLGDWLRQ1 7KH %DQN RI
7RN\R +%27, ZDV FRQVWLWXWHG WR WDNH RYHU WKH <6%¶V GRPHVWLF DVVHWV1
$IWHU WKH 4<85 3HDFH 7UHDW\ DQG WKH HQG RI WKH 2FFXSDWLRQ/ WKH -DSDQHVH UHWXUQHG
%27 WR LWV PLVVLRQ DV -DSDQ¶V LQWHUQDWLRQDO IODJVKLS EDQN1 ,Q 4<85/ %27 HVWDEOLVKHG
DJHQFLHV LQ &DOLIRUQLD DQG 1HZ <RUN1 ,Q 4<86/ LW HVWDEOLVKHG %DQN RI 7RN\R RI
&DOLIRUQLD/ ZKLFK VRXJKW WR KHOS -DSDQHVH0$PHULFDQV UHEXLOG WKHLU OLYHV DIWHU WKHLU UHWXUQ
IURP WKH LQWHUQPHQW FDPSV LQ ZKLFK WKH\ KDG VSHQW WKH :DU/ DQG LQ 4<88 LW HVWDEOLVKHG
%DQN RI 7RN\R 7UXVW &RPSDQ\ LQ 1HZ <RUN1
,Q 4<:8/ %DQN RI 7RN\R RI &DOLIRUQLD DFTXLUHG 6RXWKHUQ &DOLIRUQLD )LUVW 1DWLRQDO
%DQN RI 6DQ ’LHJR DQG UHQDPHG WKH UHVXOWLQJ LQVWLWXWLRQ &DOLIRUQLD )LUVW %DQN1 6RXWKHUQ
&DOLIRUQLD )LUVW ZDV LQ UHFHLYHUVKLS ZKHQ %27 WRRN LW RYHU1 7KHQ LQ 4<;;/ &DOLIRUQLD
)LUVW DFTXLUHG 8QLRQ %DQN IURP 6WDQGDUG &KDUWHUHG/ ZKLFK KDG ERXJKW WKH EDQN LQ 4<:<1
&DOLIRUQLD )LUVW ZDV SULPDULO\ UHWDLO0RULHQWHG/ ZKLOH 8QLRQ ZDV EDVLFDOO\ D EXVLQHVV
OHQGHU1 $OWKRXJK &DOLIRUQLD )LUVW ZDV EDVHG LQ 6DQ )UDQFLVFR DQG 8QLRQ LQ /RV $QJHOHV/
WKH PDUNHWV RI HDFK RI WKH EDQNV ZHUH IDLUO\ HYHQO\ GLVWULEXWHG EHWZHHQ WKH QRUWKHUQ DQG
VRXWKHUQ VHFWLRQV RI WKH VWDWH1 7KH PHUJHU GRXEOHG WKH VL]H RI %DQN RI 7RN\R RI
&DOLIRUQLD1 ,Q 4<;6/ 8QLRQ %DQN ERXJKW HLJKWHHQ EUDQFKHV IURP %DQN RI &DOLIRUQLD1
&UHGLWDQVWDON0%DQNYHUHLQ +$XVWULD,05 1 8SHUFHQW> DQG ’HXWVFKH %DQN/ 0LGODQG %DQN/ 6RFLpWp *pQpUDOH GH
%DQTXH/ DQG 6RFLpWp *pQpUDOH +)UDQFH, 0 531458 SHUFHQW HDFK1
49 ,Q &DOLIRUQLD/ WKH OLTXLGDWLRQ RI <6% DQG WKH EUDQFKHV RI 6XPLWRPR %DQN WRRN XQWLO WKH PLG04<83VL QD
SURFHVV E\ ZKLFK RIILFLDOV RI WKH 6WDWH %DQNLQJ ’HSDUWPHQW DQG WKHLU FURQLHV IOHHFHG WKH GLVSRVVHVVHG
-DSDQHVH RZQHUV DQG GHSRVLWRUV +’RWL DQG 6FKZHLNDUW 4<<7,154
0LWVXELVKL %DQN RSHQHG DQ DJHQF\ LQ 1< LQ 4<531 ,W WRR ZDV FORVHG RQ ; ’HFHPEHU
4<741 7KH EDQN UHWXUQHG LQ 4<851
4: 0LWVXELVKL HVWDEOLVKHG WKH 0LWVXELVKL %DQN RI
&DOLIRUQLD LQ 4<:5 DQG ODWHU ERXJKW WZR PRUH VPDOO EDQNV1
4; 7KHQ LQ 4<;7/ 0LWVXELVKL/
DFTXLUHG %DQN RI &DOLIRUQLD1
4< :KDW RULJLQDOO\ DWWUDFWHG 0LWVXELVKL ZDV WKH %DQN RI
&DOLIRUQLD¶V XQLTXH WKUHH0VWDWH FKDUWHU/ ZKLFK JDYH LW RIILFHV LQ :DVKLQJWRQ DQG 2UHJRQ/
DV ZHOO DV &DOLIRUQLD1
53 :KHQ %DQN RI 7RN\R PHUJHG ZLWK 0LWVXELVKL %DQN LQ 4<<9/ WKH
EDQNV PHUJHG WKHLU VXEVLGLDULHV DV ZHOO WR FUHDWH 8QLRQ %DQN RI &DOLIRUQLD1 %DQN RI
7RN\R00LWVXELVKL QRZ RZQV DERXW 97 SHUFHQW RI WKH FRPELQHG LQVWLWXWLRQ1
%DQN RI 0RQWUHDO +%R0, KDV KDG RQH RI WKH ORQJHVW DVVRFLDWLRQV ZLWK WKH 86 RI DQ\
IRUHLJQ EDQN1 ,W KDG DSSRLQWHG UHSUHVHQWDWLYHV LQ 1HZ <RUN IURP 4;4; WR 4;74 DQG
HVWDEOLVKHG DQ DJHQF\ WKHUH LQ 4;8<1 /DWHU/ LW HVWDEOLVKHG D VXEVLGLDU\ WKHUH WRR1 ,W HQWHUHG
&DOLIRUQLD LQ 4;97 DQG LQFRUSRUDWHG %DQN RI 0RQWUHDO +&DOLIRUQLD, LQ 4<4;1
54 $V ,
PHQWLRQHG DERYH/ LW KDG D EUDQFK LQ &KLFDJR IURP 4;94 XQWLO 4<851 7KXV/ ZKHQ LQ 4<;7 LW
SXUFKDVHG +DUULV %DQN DQG 7UXVW LQ ,OOLQRLV/ %R0 KDG VXEVLGLDULHV LQ WZR VWDWHV ZLWK D
KRPH VWDWH RI 1HZ <RUN1 ,Q RUGHU WR FRPSO\ ZLWK WKH 4<:; ,%$ $FW/ %R0 PRYHG LWV
KRPH VWDWH WR ,OOLQRLV DQG FRQYHUWHG LWV VPDOO &DOLIRUQLD DQG 1HZ <RUN VXEVLGLDULHV WR
QRQ0GHSRVLWRU\ WUXVW EDQNV1 +DUULV ZDV DOUHDG\ LQ WKH SURFHVV RI EX\LQJ VHYHUDO EDQNV LQ
4: ,W HQWHUHG XQGHU WKH QDPH RI WKH &KL\RGD %DQN EXW UHFODLPHG WKH 0LWVXELVKL QDPH LQ 4<861
4; ,Q 4<:9 LW DFTXLUHG +DFLHQGD %DQN DQG LQ 4<;4 WKH )LUVW 1DWLRQDO %DQN RI 6DQ ’LHJR &RXQW\1
4< 7KH ODUJHVW VKDUHKROGHU ZDV %DURQ (GPRQG GH 5RWKVFKLOG ZKR KDG DFTXLUHG D 65 SHUFHQW VWDNH LQ 4<:61
53 ,Q 4<38/ %DQN RI &DOLIRUQLD DFTXLUHG WKH /RQGRQ DQG 6DQ )UDQFLVFR %DQN/ ZKLFK KDG EUDQFKHV LQ
3RUWODQG/ 6HDWWOH/ DQG 7DFRPD1 :KHQ WKH 0F)DGGHQ $FW +4<5:, EORFNHG DQ\ IXUWKHU LQWHUVWDWH EDQNLQJ
WKHVH EUDQFKHV ZHUH JUDQGIDWKHUHG1 7KH SXUFKDVH E\ 0LWVXELVKL PHDQV WKDW LQ D OLWWOH RYHU D FHQWXU\/ WKH
6HDWWOH %UDQFK/ LQWHU DOLD/ ZHQW IURP %ULWLVK WR 86 WR +PLQRULW\, )UHQFK WR -DSDQHVH RZQHUVKLS1
54 7KH LQLWLDO SUHVHQFH ZDV WKDW RI D EUDQFK RI WKH %DQN RI %ULWLVK 1RUWK $PHULFD/ ZKLFK PHUJHG ZLWK %DQN
RI 0RQWUHDO LQ 4<4;155
WKH &KLFDJR DUHD DW WKH WLPH RI WKH %R0 WDNHRYHU DQG SURFHHGHG ZLWK WKHVH DQG
VXEVHTXHQW DFTXLVLWLRQV1
55
$OOLHG ,ULVK %DQN¶V +$,%, DFTXLVLWLRQ RI )LUVW 0DU\ODQG %DQFRUS UHSUHVHQWV WKH RQO\
FDVH LQ ZKLFK WKH DFTXLUHU¶V LQLWLDO VWDNH/ LQ 4<;6/ ZDV D PLQRULW\ SRVLWLRQ +76 SHUFHQW,1 ,Q
4<;;/ $OOLHG ,ULVK DFTXLUHG DOO WKH UHPDLQLQJ VKDUHV/ DIWHU KDYLQJ EXLOW XS LWV VWDNH WR 7<
SHUFHQW1 ,Q 4<<</ )LUVW 0DU\ODQG FKDQJHG LWV QDPH WR $OO)LUVW %DQN1
1DWLRQDO $XVWUDOLD %DQN +1$%, ERXJKW 0LFKLJDQ 1DWLRQDO %DQN LQ 4<<81 1$% LV
UHSRUWHGO\ DQ H[WUHPHO\ ZHOO0PDQDJHG DQG HIILFLHQW EDQN WKDW KDV EHHQ DFTXLULQJ EDQNV
WKURXJKRXW WKH (QJOLVK0VSHDNLQJ ZRUOG1
56
%13 3DULEDV +%13> WKH UHVXOW RI WKH PHUJHU RI %DQTXH 1DWLRQDO GH 3DULV ZLWK
3DULEDV, LV WKH RQO\ )UHQFK EDQN WR KDYH D PDMRU VXEVLGLDU\ RU DIILOLDWH1 %13 HQWHUHG WKH
86 LQ 4<4< ZKHQ LW SURYLGHG KDOI WKH FDSLWDO )UHQFK $PHULFDQ %DQNLQJ &RUSRUDWLRQ LQ
1HZ <RUN1
57 ,Q 4<:4/ %13 WRRN FRPSOHWH FRQWURO RI )UHQFK $PHULFDQ1 +RZHYHU/ ZKDW
SXWV %13 RQ WKH OLVW LV %DQN RI WKH :HVW1 7KDW VWRU\ EHJLQV ZKHQ %13 HVWDEOLVKHG )UHQFK
%DQN RI &DOLIRUQLD LQ 4<:31 ,Q 4<:< LW DFTXLUHG %DQN RI WKH :HVW +%:,1
58 %: WKHQ
DFTXLUHG D QXPEHU RI RWKHU EDQNV DQG EUDQFKHV1
59 0RVW UHFHQWO\/ LQ 4<<;/ %13 PHUJHG
55 7KHVH ZHUH 6XEXUEDQ %DQFRUS +4<<7, DQG WKH &KLFDJR0DUHD EUDQFKHV RI +RXVHKROG %DQN +4<<9,1
56 1$% HDUOLHU KDG DFTXLUHG %DQN RI 1HZ =HDODQG/ <RUNVKLUH %DQN +(QJODQG,/ &O\GHVGDOH %DQN
+6FRWODQG,/ 1DWLRQDO ,ULVK %DQN/ DQG 1RUWKHUQ %DQN +5HSXEOLF RI ,UHODQG,1
57 7KH )UHQFK SDUWQHU ZDV DQ DQFHVWRU RI %13 – WKH &RPSWRLU 1DWLRQDO G¶(VFRPSWH GH 3DULV1 7KH 86
SDUWQHUV +58 SHUFHQW HDFK, ZHUH 1DWLRQDO %DQN RI &RPPHUFH/ 1HZ <RUN DQG WKH )LUVW 1DWLRQDO %DQN RI
%RVWRQ1 $W VRPH SRLQW *XDUDQW\ 7UXVW UHSODFHG 1DWLRQDO %DQN RI &RPPHUFH1 ,Q 4<7:07; %DQTXH GH
O¶,QGRFKLQH WRRN RYHU WKH $PHULFDQ VKDUHV1 , DP LQGHEWHG WR 0LUD :LONLQV IRU WKLV LQIRUPDWLRQ1
58 7KH %DQN RI WKH :HVW EHJDQ LQ 4;:7 DV )DUPHUV 1DWLRQDO *ROG %DQN DQG DIWHU 4;:</ ZKHQ DOO QDWLRQDO
EDQNQRWHV EHFDPH UHGHHPDEOH LQ JROG RU VLOYHU/ LW FKDQJHG LWV QDPH WR )LUVW 1DWLRQDO %DQN RI 6DQ -RVH
+’RWL DQG 6FKZHLNDUW 4<<7,1 +&XULRXVO\/ QHLWKHU &URVV +4<5:, QRU :ULJKW +4<43, KDV DQ\ PHQWLRQ RI WKH
EDQN1, )LUVW 1DWLRQDO %DQN RI 6DQ -RVH FKDQJHG LWV QDPH WR %DQN RI WKH :HVW DV SDUW RI D UHYLWDOL]DWLRQ
FDPSDLJQ LQ WKH 4<:3V1
59 ,Q 4<;:/ %: ERXJKW WKH LQVROYHQW %DQN RI /RV *DWRV1 ,Q 4<<3 %: ERXJKW &HQWUDO %DQNLQJ 6\VWHPV ,QF/
+VHH IQ1:DERYH,1 ,Q 4<<4 %: ERXJKW VRPH 63 EUDQFKHV LQ 1RUWKHUQ &DOLIRUQLD WKDW KDG EHORQJHG WR WKH
IDLOHG ,PSHULDO 6DYLQJV DQG /RDQ1 ,Q 4<<5/ %: ERXJKW $WODQWLF )HGHUDO 6DYLQJV %DQN1 ,Q 4<<6/ %:56
%DQN RI WKH :HVW ZLWK )LUVW +DZDLLDQ ,QF/ WKH SDUHQW RI )LUVW +DZDLLDQ %DQN DQG 3DFLILF
2QH %DQN/ D EDQN LQ WKH 3DFLILF 1RUWKZHVW1 7KH QHZ KROGLQJ FRPSDQ\ WRRN WKH %DQN RI
WKH :HVW QDPH/ PHUJHG 3DFLILF 2QH LQWR %DQN RI WKH :HVW LWVHOI/ DQG QRZ FRQVLVWV RI WZR
EDQNV/ )LUVW +DZDLLDQ DQG %DQN RI WKH :HVW1 %13 3DULEDV RZQV 77 SHUFHQW RI WKH KROGLQJ
FRPSDQ\ DQG KDV DJUHHG QRW WR LQFUHDVH LWV VWDNH IRU VRPH WLPH1
6DQZD %DQN HVWDEOLVKHG DQ DJHQF\ LQ &DOLIRUQLD LQ 4<86 DQG D VXEVLGLDU\ LQ 4<:51
,Q 4<:6 LW DFTXLUHG &KDUWHU %DQN1 )ROORZLQJ D PHUJHU LQ 4<:; ZLWK *ROGHQ 6WDWH %DQN/
RQH RI WKH ROGHVW ILQDQFLDO LQVWLWXWLRQV LQ &DOLIRUQLD/ LW FKDQJHG LWV QDPH WR *ROGHQ 6WDWH
6DQZD %DQN1 ,Q 4<;9 LW ERXJKW /OR\GV %DQN &DOLIRUQLD DQG XOWLPDWHO\ FKDQJHG WKH QDPH
RI WKH PHUJHG EDQN WR 6DQZD %DQN &DOLIRUQLD1 %\ FRPELQLQJ WKH <
WK ODUJHVW EDQN LQ
&DOLIRUQLD ZLWK LWV RZQ VXEVLGLDU\/ WKH 47
WK ODUJHVW EDQN LQ WKH VWDWH/ 6DQZD %DQN¶V
&DOLIRUQLD VXEVLGLDU\ EHFDPH WKH ;
WK ODUJHVW EDQN LQ &DOLIRUQLD1 6DQZD %DQN &DOLIRUQLD LV
QRZ WKH 6
UG ODUJHVW EDQN KHDGTXDUWHUHG LQ &DOLIRUQLD1
$ QXPEHU RI KRPH FRXQWULHV DUH QRWHZRUWK\ IRU WKHLU DEVHQFH1 :LWK WKH H[FHSWLRQ RI
’HXWVFKH %DQN/ WKH PDMRU 6ZLVV DQG *HUPDQ EDQNV KDYH HVFKHZHG DQ\ IRUD\V LQWR UHWDLO
RU JHQHUDO FRPPHUFLDO EDQNLQJ1 $OO DUH XQLYHUVDO EDQNV DQG VHYHUDO KDG VHFXULWLHV
DIILOLDWHV LQ 1HZ <RUN1 7KH EDQNV IHDUHG WKDW DFTXLULQJ UHWDLO EDQNV ZRXOG SXVK WKH
)HGHUDO 5HVHUYH¶V WROHUDQFH WR WKH OLPLW/ JLYHQ WKH WKHQ VHSDUDWLRQ EHWZHHQ VHFXULWLHV
DFWLYLWLHV DQG FRPPHUFLDO EDQNLQJ PDQGDWHG RI 86 EDQNV E\ WKH *ODVV06WHDJDOO $FW1
7KH %ULWLVK KDG D VXEVWDQWLDO SUHVHQFH EXW QR ORQJHU GR VR1 7KH\ ZLWKGUHZ DIWHU
H[SHULHQFLQJ SHUIRUPDQFH WKDW UDQJHG IURP PHGLRFUH DW EHVW WR GLVDVWURXV DW ZRUVW1
ERXJKW 48 EUDQFKHV LQ 1RUWKHUQ &DOLIRUQLD IURP &LWLEDQN1 ,Q 4<<8/ %: ERXJKW 1RUWK%D\ 6DYLQJV %DQN1
/DVWO\/ LQ 4<<:/ %: ERXJKW LVRODWHG EUDQFKHV IURP %DQN RI $PHULFD DQG &RDVW )HGHUDO %DQN157
%HORZ/ , GHDO EULHIO\ ZLWK WKH %ULWLVK EXW IRU D IXOOHU WUHDWPHQW UHIHU WKH LQWHUHVWHG UHDGHU
WR -RQHV +4<<6, DQG 5RGJHUV +4<<<,1
%ULWDLQ*V 6WDQGDUG &KDUWHUHG %DQN HVWDEOLVKHG WKH &KDUWHUHG %DQN RI /RQGRQ
+&DOLIRUQLD, LQ 4<971 7KHQ LQ 4<:; LW ERXJKW &RPPHUFLDO DQG )DUPHUV 1DWLRQDO %DQN1
7KH PDMRU DFTXLVLWLRQ WKRXJK ZDV WKDW RI 8QLRQ %DQN LQ 4<:</ ZKLFK ZDV DPRQJ WKH WRS
43 EDQNV LQ WKH VWDWH1 6WDQGDUG &KDUWHUHG WKHQ FRPELQHG 8QLRQ %DQN ZLWK &KDUWHUHG
%DQN RI /RQGRQ LQ D PHUJHU WKDW LQFOXGHG VHOOLQJ RU FORVLQJ D QXPEHU RI EUDQFKHV1 ,Q
4<;;/ 6WDQGDUG &KDUWHUHG ZLWKGUHZ IURP UHWDLO EDQNLQJ LQ &DOLIRUQLD E\ VHOOLQJ 8QLRQ
%DQN WR &DOLIRUQLD )LUVW %DQN/ D VXEVLGLDU\ RI %DQN RI 7RN\R +VHH DERYH,1
%DUFOD\V %DQN HVWDEOLVKHG %DUFOD\V %DQN RI &DOLIRUQLD LQ 4<971 $IWHU EXLOGLQJ LW XS
IXUWKHU/ LW VROG WKH EDQN WR :HOOV )DUJR LQ 4<;:1 ,Q 4<:7/ %DUFOD\V ERXJKW 4
VW :HVWFKHVWHU
%DQN LQ 1HZ <RUN1 ,Q 4<:< LW ERXJKW DQG DGGHG0LQ 5; RI WKH EUDQFKHV WKDW %DQNHUV 7UXVW
ZDV VHOOLQJ1 ,Q 4<<5 LW VROG LWV QRZ 98 EUDQFKHV LQ 1HZ <RUN WR %DQN RI 1HZ <RUN1
,Q 4<:7/ /OR\GV EDQN ERXJKW )LUVW :HVWHUQ %DQN DQG 7UXVW LQ &DOLIRUQLD DQG )LUVW
6WDWH %DQN RI 1RUWKHUQ &DOLIRUQLD1
5: ,Q 4<;6/ 6LU %ULDQ 3LWPDQ EHFDPH &(2 RI /OR\GV
DQG LPSOHPHQWHG D VWUDWHJ\ RI IRFXV1 +H GHFODUHG ‡:KHUH ZH DUH QRW D OHDGHU/ RU FDQQRW
DVSLUH UHDVRQDEO\ WR OHDGHUVKLS/ RXU FRXUVH ZLOO EH WR GLYHVW DQG FDSWXUH WKH YDOXH IRU RXU
VKDUHKROGHUV«· ,Q 4<;9/ /OR\GV %DQN VROG /OR\GV %DQN &DOLIRUQLD WR 6DQZD %DQN1
1DWLRQDO :HVWPLQVWHU %DQN +WKHQ 1DWLRQDO 3URYLQFLDO %DQN, HQWHUHG 1HZ <RUN LQ
4<:3 ZLWK D EUDQFK1 ,Q 4<:< LW ERXJKW :8 SHUFHQW RI 1DWLRQDO %DQN RI 1RUWK $PHULFD
+1%1$,/ ZKLFK HDUOLHU WKDW \HDU WRR KDG ERXJKW VRPH 49 EUDQFKHV IURP %DQNHUV 7UXVW1
,Q 4<<8/ 1DW:HVW VROG 1DW:HVW %DQFRUS WR )OHHW )LQDQFLDO DIWHU LW KDG VSHQW 48 \HDUV58
EXLOGLQJ XS D QHWZRUN RI 663 EUDQFKHV LQ 1HZ <RUN DQG 1HZ -HUVH\ DQG VWUXJJOLQJ
ZLWKRXW VXFFHVV WR PDNH WKH RSHUDWLRQ SURILWDEOH1 2YHU WKH KLVWRU\ RI 1DW:HVW¶V
RZQHUVKLS RI 1%1$/ WKH UHWXUQ RQ LWV LQYHVWPHQW DYHUDJHG 4 SHUFHQW SHU DQQXP1 $V
’HUHN :DQOHVV/ WKHQ 1DW :HVW¶V &(2 SXW LW +*UDKDP 4<<8,/ ‡7KH VWRU\ RI %DQFRUS RYHU
49 \HDUV LV DQ DZIXO VWRU\ IRU VKDUHKROGHUV/ DQG ZH KDYH QHYHU KLGGHQ WKDW1·
/DVWO\/ 0LGODQG %DQN ERXJKW &URFNHU 1DWLRQDO %DQN LQ &DOLIRUQLD LQ 4<;31 (DUOLHU LW
KDG KDG LQGLUHFW SUHVHQFHV LQ UHWDLO EDQNLQJ LQ WKH 86 YLD LWV WKHQ 49 SHUFHQW RZQHUVKLS LQ
6WDQGDUG &KDUWHUHG %DQN DQG LWV VKDUH LQ (XURSHDQ $PHULFDQ %DQN1 0LGODQG VROG
&URFNHU WR :HOOV )DUJR LQ 4<;9 DIWHU VXIIHULQJ VSHFWDFXODU ORVVHV1
715 7KH UROH DQG FRQWULEXWLRQ RI WKH IRUHLJQ EDQNV
$V ZH KDYH DOUHDG\ VHHQ LQ WKH FDVH RI %DQN RI 7RN\R DQG +6%&/ D QXPEHU RI
IRUHLJQ EDQNV HVWDEOLVKHG VXEVLGLDULHV LQ WKH 86 WR SURYLGH UHWDLO0EDQNLQJ VHUYLFHV WR
HPLJUDQWV IURP WKH EDQN¶V KRPH FRXQWU\/ RU WKHLU GHVFHQGDQWV/ DQG RWKHU FR0HWKQLFV1 ,Q
DGGLWLRQ WR WKH EDQNV ZH KDYH DOUHDG\ GLVFXVVHG/ H[DPSOHV LQFOXGH RWKHU -DSDQHVH EDQNV/
SOXV EDQNV IURP *UHHFH/ ,VUDHO/ .RUHD/ DQG WKH 3KLOLSSLQHV1 $OWKRXJK LW LV QRW D IRUHLJQ
EDQN XQGHU WKH UXOHV RI FODVVLILFDWLRQ RI WKH )HGHUDO 5HVHUYH/ %DQFR 3RSXODU RI 3XHUWR
5LFR FDPH WR VHUYH WKH 3XHUWR 5LFDQ SRSXODWLRQ LQ 1HZ <RUN DQG KDV H[SDQGHG WR
EHFRPH WKH SUHPLHU +LVSDQLF EDQN LQ WKH 861
6RPH RI WKHVH EDQNV/ VXFK DV WKH 1DWLRQDO %DQN RI *UHHFH¶V $WODQWLF %DQN +ZKLFK
GDWHV LWV RULJLQV EDFN WR WKH %DQN RI $WKHQV 7UXVW &RPSDQ\/ HVWDEOLVKHG LQ 4<59,/ RU WKH
.RUHDQ RU 3KLOLSSLQH EDQNV +ZKLFK DUULYHG PRUH UHFHQWO\,/ KDYH QRW JURZQ EH\RQG WKHLU
5: 7KH 4<:3 %DQN +ROGLQJ &RPSDQ\ $FW PDGH LW XQDWWUDFWLYH IRU GLYHUVLILHG FRQJORPHUDWHV WR RZQ EDQNV/
OHDGLQJ )LUVW :HVWHUQ¶V RZQHU/ /LQJ07HPFR09RXJKW WR ZDQW WR VHOO1 $Q DQWL0WUXVW VXLW EORFNHG :HOOV )DUJR59
HWKQLF QLFKHV1 $W WKH RWKHU H[WUHPH/ EDQNV VXFK DV %DQN RI 7RN\R00LWVXELVKL DQG +6%&
KDYH UHWDLQHG WKHLU HWKQLF EDQNLQJ URRWV ZKLOH JURZLQJ ZHOO EH\RQG WKHP1 ,Q EHWZHHQ ZH
KDYH EDQNV VXFK DV 6XPLWRPR %DQN RI &DOLIRUQLD1 /LNH %DQN RI 7RN\R/ 6XPLWRPR %DQN
UH0HQWHUHG &DOLIRUQLD LQ 4<86 WR VHUYH -DSDQHVH0$PHULFDQV1
5; $W WKH WLPH RI WKH EDQN¶V
VDOH WR =LRQ %DQFRUS LQ 4<<;/ 78 SHUFHQW RI WKH GHSRVLWRUV VWLOO ZHUH -DSDQHVH0$PHULFDQV
+’RPLV 4<<;,1 7KH FRQWULEXWLRQ RI WKH HWKQLF EDQNV LV FOHDU= WKH\ SURYLGH LPPLJUDQW
FRPPXQLWLHV ZLWK EDQNLQJ VHUYLFHV WKDW DUH PRUH WDLORUHG WR WKHLU QHHGV WKDQ KRVW FRXQWU\
EDQNV FDQ RU SHUKDSV FKRRVH WR SURYLGH1 &XVWRPHU VHUYLFH LVVXHV LQFOXGH PDWWHUV RI
FXOWXUH/ ODQJXDJH/ DQG UHPLWWDQFH IDFLOLWLHV1
7KH IRUHLJQ EDQNV WKDW KDYH JURZQ EH\RQG WKHLU HWKQLF QLFKH/ RU WKDW KDYH QHYHU
DWWHPSWHG WR VHUYH DQ HWKQLF FOLHQWHOH/ DSSHDU WR EHKDYH MXVW OLNH GRPHVWLF EDQNV1 7KH
QHZVSDSHU DFFRXQWV RI VRPH RI WKH PRUH QRWDEOH DFTXLVLWLRQV VXFK DV %DQN RI 7RN\R¶V
DFTXLVLWLRQ RI 8QLRQ %DQN DUH UHSOHWH ZLWK TXRWHV IURP -DSDQHVH H[HFXWLYHV DVVXULQJ WKH
SXEOLF WKDW QRWKLQJ ZLOO FKDQJH DV D UHVXOW RI WKH FKDQJH RI RZQHUVKLS1 $OO WKH HYLGHQFH
VXJJHVWV WKDW WKH IRUHLJQ0RZQHG VXEVLGLDULHV DUH LQGLVWLQJXLVKDEOH LQ WKHLU EHKDYLRU IURP
WKH GRPHVWLF EDQNV1 )RU LQVWDQFH/ $DNHU +4<<3, IRXQG WKDW WKH -DSDQHVH EDQNV LQ
&DOLIRUQLD FKRVH QRW WR H[SRUW WKH -DSDQHVH VHUYLFH LQGXVWU\¶V FXOWXUH DQG SURJUDPV1
,QVWHDG/ WKH -DSDQHVH ILUPV WHQGHG WR FRPSHWH YHU\ PXFK OLNH $PHULFDQ ILUPV1 7KH
-DSDQHVH PDQDJHUV KH LQWHUYLHZHG GRXEWHG WKH IHDVLELOLW\ DQG ODFNHG WKH PRWLYDWLRQ WR
LQWURGXFH ‡WKH -DSDQHVH ZD\· LQ WKH 8QLWHG 6WDWHV1
IURP DFTXLULQJ WKH EDQN DQG GLVFRXUDJHG RWKHU &DOLIRUQLD EDQNV DV ZHOO1
5; 6XPLWRPR KDG HVWDEOLVKHG D EUDQFK LQ 6DQ )UDQFLVFR LQ 4<49 DQG DQRWKHU LQ /RV $QJHOHV LQ 4<571 ,Q
4<57 LW DOVR KDG HVWDEOLVKHG D VXEVLGLDU\ LQ 6DFUDPHQWR WR WDNH RYHU WKH RSHUDWLRQV RI WKH GRPHVWLFDOO\0
RZQHG 1LSSRQ %DQN/ ZKLFK KDG EHHQ FORVHG E\ WKH 6WDWH 6XSHULQWHQGHQW +&URVV 4<5:> ’RWL DQG 6FKZHLNDUW
4<<7,15:
8QOLNH WKH FDVH RI WKH EUDQFKHV DQG DJHQFLHV/ LW LV FOHDU IURP WKH GDWD LQ 7DEOH 6 WKDW
ERWK LQ WHUPV RI DVVHWV DQG EXVLQHVV ORDQV/ WKH VXEVLGLDULHV RI IRUHLJQ EDQNV GLG QRW
H[KLELW JURZWK DQG SHDNLQJ1 $VVHWV KDYH JURZQ 96 WLPHV DQG EXVLQHVV ORDQV 68 WLPHV
VLQFH 4<:6/ DQG LQ DEVROXWH WHUPV/ IRU ERWK TXDQWLWLHV 4<<< UHSUHVHQWV WKH KLJK1 +RZHYHU/
WKH VKDUHV RI WRWDO DVVHWV RU EXVLQHVV ORDQV DSSHDU WR KDYH UHDFKHG D VWHDG\ VWDWH LQ WKH
HDUO\ 4<;3V DW DERXW IRXU SHUFHQW DQG VL[ SHUFHQW/ UHVSHFWLYHO\1
7KH ODUJHVW IRUHLJQ VXEVLGLDULHV KDYH JURZQ E\ DFTXLVLWLRQ1 7KLV LV SDUW RI D PRUH
JHQHUDO SKHQRPHQRQ1 $V /LFKWHQEHUJ DQG 6HLJHO +4<;:, DUJXH/ ILUPV UHDUUDQJH RZQHUVKLS
RI DVVHWV WKURXJK WKH SXUFKDVH DQG VDOH RI RSHUDWLRQV1 $ ILUP ODFNLQJ D FRPSDUDWLYH
DGYDQWDJH ZLWK UHVSHFW WR D JLYHQ RSHUDWLRQ ZLOO VHOO LW WR DQRWKHU ILUP1 7KLV SURFHVV PD\
OHDG ERWK WR LQWHUQDWLRQDOL]DWLRQ E\ DFTXLVLWLRQ/ DQG WR H[LW E\ GLYHVWLWXUH1 $V ZH KDYH
VHHQ DERYH/ IRUHLJQ EDQNV KDYH EHHQ RQ ERWK VLGHV RI WKH SURFHVV1 7KH\ KDYH ERXJKW
RSHUDWLRQV/ DQG VRPH KDYH VXEVHTXHQWO\ VROG WKHP/ KDYLQJ SHUKDSV GHPRQVWUDWHG WR
WKHPVHOYHV WKDW WKH\ GLG QRW KDYH WKH FRPSDUDWLYH DGYDQWDJH WKH\ WKRXJKW WKH\ GLG1
1XPHURXV UHODWLYHO\ UHFHQW VWXGLHV KDYH GRFXPHQWHG WKDW IRUHLJQ0RZQHG EDQNV DUH
QRW DV SURILWDEOH DV WKHLU GRPHVWLF SHHUV +H1J1/ 6HWK 4<<5 DQG 1ROOH 4<<8,1 1ROOH DOVR
IRXQG WKDW IRUHLJQ0RZQHG EDQNV WHQGHG WR EH OHVV FRVW0HIILFLHQW WKDQ WKHLU GRPHVWLF SHHUV1
’H<RXQJ DQG 1ROOH +4<<9, SXVKHG WKH LVVXH IXUWKHU DQG IRXQG WKDW WKH ODFN RI
SURILWDELOLW\ VWHPPHG IURP WKH IRUHLJQ EDQNV¶ GHSHQGHQF\ RQ SXUFKDVHG IXQGV1 7KHVH
ILQGLQJV DUH FRQVLVWHQW ZLWK HDUOLHU ZRUN WRR +H1J1/ +RGNLQV DQG *ROGEHUJ 4<;4/ DQG
+RXSW 4<;6,1 3HHN HW DO1 +4<<<, ILQG WKDW WKH SRRU SHUIRUPDQFH RI IRUHLJQ EDQN
VXEVLGLDULHV ZDV QRW D UHVXOW RI WKH DFTXLVLWLRQ EXW WKDW WKH EDQNV¶ SUREOHPV SUHGDWHG WKH5;
DFTXLVLWLRQ1 7KH IRUHLJQ EDQNV ZHUH JHQHUDOO\ VLPSO\ XQVXFFHVVIXO DW UDLVLQJ WKH DFTXLUHG
EDQNV¶ SHUIRUPDQFH OHYHOV WR WKRVH RI WKHLU GRPHVWLF SHHUV1
7KH ILUVW SDUW RI WKH VWRU\/ WKDW IRUHLJQ EDQNV WHQGHG WR DFTXLUH SRRUO\ SHUIRUPLQJ
GRPHVWLF EDQNV/ LV FOHDU1 2XU HDUOLHU GLVFXVVLRQ FRYHUHG QXPHURXV H[DPSOHV1 6XFK EDQNV
SUREDEO\ DSSHDUHG FKHDS/ DV VKDUHKROGHUV ZRXOG KDYH ZHOFRPHG DQ\ RIIHU LQ WKH DEVHQFH
RI VLJQV WKDW H[LVWLQJ PDQDJHPHQW KDG FUHGLEOH SODQV WR WXUQ WKH EDQNV DURXQG1 7KH
IRUHLJQ DFTXLUHUV/ IRU WKHLU SDUW/ PD\ KDYH RYHUHVWLPDWHG WKHLU RZQ DELOLWLHV DQG
XQGHUHVWLPDWHG WKH VFRSH RI WKH SUREOHP1 +RZHYHU/ DV 3HHN DQG KLV FR0DXWKRUV QRWH/ RQH
PXVW EH FDUHIXO DERXW LQIHUULQJ WRR PXFK IURP WKHVH VWXGLHV RI SURILWDELOLW\1 5HSRUWHG
SURILWV DUH YXOQHUDEOH WR WUDQVIHU SULFLQJ1 ’H<RXQJ DQG 1ROOH +4<<9, SRLQW RXW WKDW
IRUHLJQ0RZQHG EDQNV WHQGHG WR EX\ PDUNHW VKDUH E\ RIIHULQJ JRRG UDWHV WR KLJK TXDOLW\
ERUURZHUV/ DQG IXQGHG WKH ORDQV WKURXJK WKH XVH RI ERXJKW IXQGV1 7KLV WLHV LQ ZLWK
7VFKRHJO¶V ILQGLQJ +4<;;, IRU IRUHLJQ EDQNV LQ -DSDQ WKDW VPDOO DGMXVWPHQWV WR WKH
LQWHUHVW UDWH SDLG RQ ‡GXH WR SDUHQW DQG DIILOLDWHV· DFFRXQWV FRXOG VHUYH WR VLSKRQ0RII
VXEVWDQWLDO SURILWV1
2QH FDQ ILQG DQHFGRWHV RI FDVHV LQ ZKLFK WKH DFTXLUHG EDQNV LQWURGXFHG LQQRYDWLRQV
LQ UHWDLO RU FRPPHUFLDO EDQNLQJ SURGXFWV WUDQVIHUUHG IURP WKH SDUHQW DIWHU WKH DFTXLVLWLRQ1
)RU H[DPSOH/ 0LFKLJDQ 1DWLRQDO LQWURGXFHG D KRPH PRUWJDJH SURGXFW ZLWK QXPHURXV
QRYHO IHDWXUHV DIWHU LWV DFTXLVLWLRQ E\ 1$% +6HUMX 4<<:,1 )XUWKHUPRUH/ 0LFKLJDQ 1DWLRQDO
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WKH 86 ILQDQFLDO V\VWHP ZDV WR IRUFH WKH SDFH RI GHUHJXODWLRQ RI LQWHUVWDWH EDQNLQJ1 ,K D Y H
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4<;9 6<: 46( <3 4:( 457 7( 68 9(
4<;: 794 48( 43< 4<( 45; 7( 6; :(
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4<<3 95: 4:( 47: 57( 493 7( 78 :(
4<<4 :33 4;( 498 5;( 48: 7( 74 :(
4<<5 :45 4;( 49; 5<( 487 7( 73 :(
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4<<8 :94 4:( 4<: 5;( 555 8( 85 :(
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4<<< <37 47( 538 4<( 658 8( :7 :(
ß:60<< ;:< 6843( 4<8 4;83( 653 9633( :5 6833(
1RWH=4 ,3HUFHQWDJH RI WRWDO IRU DOO EDQNV LQ WKH 86/ GRPHVWLF DQG IRUHLJQ1
6RXUFH= %RDUG RI *RYHUQRUV RI WKH 86 )HGHUDO 5HVHUYH16<
7DEOH Ø
$ VPDOO QXPEHU RI EDQNV DFFRXQW IRU WKH EXON RI WKH DVVHWV LQ WKH VXEVLGLDULHV RU DIILOLDWHV RI IRUHLJQ EDQNV1
+HDGTXDUWHUV 3DUHQW %DQN 6XEVLGLDU\ DVVHWV
5DQN 86 VXEVLGLDU\ &LW\ 6WDWH 1DPH :RUOG 5DQN
4 +86’%Q, +( RI 7RWDO,
4 +6%& %DQN 86$ %XIIDOR 1< +6%& 6 ;516 57
5 %DQNHUV 7UXVW 1HZ <RUN 1< ’HXWVFKH %DQN 4; 7916 47
6 /D6DOOH %DQN &KLFDJR ,/ $%1 $052 49 7915 47
7 8QLRQ %DQN RI &DOLIRUQLD 6DQ )UDQFLVFR &$ %DQN RI 7RN\R00LWVXELVKL 7 6614 43
8 +DUULV 7UXVW &KLFDJR ,/ %DQN RI 0RQWUHDO 96 5318 9
7RS 8 55;17 9:
9 $OO)LUVW %DQN %DOWLPRUH 0’ $OOLHG ,ULVK 448 4915 7
: (XURSHDQ $PHULFDQ %DQN 1HZ <RUN 1< $%1 $052 49 4813 7
; 0LFKLJDQ 1DWLRQDO )DUPLQJWRQ +LOOV 0, 1DWLRQDO $XVWUDOLD %DQN 76 4417 6
< %DQN RI WKH :HVW 6DQ )UDQFLVFR &$ %13 3DULEDV 47 4315 6
43 6DQZD %DQN &DOLIRUQLD 6DQ )UDQFLVFR &$ 6DQZD %DQN 44 <13 6
6HFRQG 8 941; 4;
7RS 43 5<315 ;9
7RWDO 66<16 433
1RWH=4 ,,Q WHUPV RI WRWDO DVVHWV LQ 4<<<1
6RXUFHV= %RDUG RI *RYHUQRUV RI WKH )HGHUDO 5HVHUYH +0DU 5333,> 7KH %DQNHU -XQH 5333173
)LJXUH ￿
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